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TO RECEIVE THE SECRETARY’S TESTIMONY 
REGARDING THE PENDING VA 
HEALTHCARE BUDGET SHORTFALL AND 
SYSTEM SHUTDOWN 


Wednesday, July 22, 2015 

U.S. House of Representatives, 

Committee on Veterans’ Affairs, 

Washington, D.C. 

The committee met, pursuant to notice, at 10:01 a.m., in Room 
334, Cannon House Office Building, Hon. Jeff Miller [chairman of 
the committee] presiding. 

OPENING STATEMENT OF CHAIRMAN JEFF MILLER 

Present: Representatives Miller, Lamborn, Bilirakis, Roe, 
Benishek, Huelskamp, Coffman, Wenstrup, Walorski, Abraham, 
Zeldin, Costello, Radewagen, Bost, Brown, Takano, Brownley, 
Titus, Ruiz, Kuster, O’Rourke, Rice, Walz, and McNerney. 

The Chairman. Good morning, everybody. Welcome to this hear- 
ing. I appreciate your attendance. 

We are again gathered to discuss VA’s budget execution for this 
fiscal year. And if you will remember, less than 3 weeks ago we 
gathered to hear Deputy Secretary Sloan Gibson testify regarding 
a budget shortfall at the Department of Veterans Affairs. I am sure 
everyone may be asking why we are here again on the very same 
topic, and I intend to explain in just a minute. But as we all know, 
the stakes have been raised considerably since the Deputy Sec- 
retary’s testimony on June 25. 

At that hearing. Deputy Secretary Gibson was asked the fol- 
lowing question by Ms. Brownley, and I quote: “If Congress doesn’t 
act on the fiscal year 2015 budget shortfall, what is it going to look 
like in the VA in July and August and on October 1,” end quote. 
The Deputy Secretary responded that we get into dire cir- 
cumstances the longer we go, but that, quote: “Before we get to the 
end of August, we are in a situation where we are going to have 
to start denying care to veterans in the community because we 
don’t have the resources to be able to pay for it,” end quote. 

The Deputy Secretary also testified about antiquated financial 
systems contributing to the problem, costs associated with the new 
hepatitis C drug treatments, and an unrealistic assumption of how 
fast VA could set up and effectively utilize Veterans Choice Pro- 
gram. 

Now, imagine my surprise when on July 13 I received a letter 
again from the Deputy Secretary that in the absence of providing 
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the flexibility, that VA is seeking to plug the shortfall with Choice 
Fund money, that VA hospital operations would shut down in the 
month of August, and that non-VA care authorizations would cease 
at the end of July. 

This is unprecedented. A true Budgetgate, if you will, of our 
time. First, never can I recall, or other individuals that I have 
talked to can recall, or any agency for that matter, other than VA, 
completely exhausting its operational funds prior to the end of the 
fiscal year with the consequences for VA being cessation of hospital 
operations. 

Second, never can I recall an issue of such enormous magnitude 
evading the direct attention of the President, and until just re- 
cently, you and I speaking about it, Mr. Secretary. This is not a 
flying-under-the-radar issue. Yet I feel that it is exactly how the 
VA and the President have treated it in an effort to avoid responsi- 
bility of what is going on. 

So that everybody understands where I am coming from, let me 
start by reviewing how we have arrived at this point. The first real 
hint of serious financial issues came as a result of a briefing for 
our staffs with the VA on June 4 on a very separate topic. At the 
conclusion of the briefing, committee staff noted that there ap- 
peared to be a $2 billion to $3 billion difference between VA’s pro- 
jected $10.1 billion obligation rate for care in the community com- 
pared with the funds that VA budgeted for care in the community. 

The VA official that was briefing agreed with the discrepancy but 
stated cryptically that just because VA was on pace to spend $10.1 
billion, it didn’t mean that the money to address the discrepancy 
was either found or was available. That assertion was repeated 
upon further questioning, leaving it to staff to read between the 
lines what was meant. 

At around the same time, during a June 8 visit to the Cincinnati 
VA Medical Center, I myself began to hear rumors of an impending 
financial issue consistent with the cryptic warning that had been 
provided by VA officials in a staff briefings on the 4th of June. As 
a result, on the 10th of June, I called on either the Secretary or 
the Deputy Secretary to testify on the state of VA’s budget. 

As a consequence of my calling this hearing, staff received a pre- 
hearing briefing, again at our request, on June 18. It was at this 
briefing that VA for the first time publicly revealed a possible $2.5 
billion shortfall in funding. Notwithstanding this briefing, there 
was no mention of a hospital shutdown. 

On the 23rd of June we received a letter from the Secretary cit- 
ing the looming shortfall of $2.5 billion and also requesting of the 
Appropriations Committee a transfer of funds from the medical fa- 
cilities account to the medical services account. Again, there was 
still no mention of a hospital systemwide shutdown. 

And, finally, at the hearing on June 25 itself there was no men- 
tion of a hospital system shutdown coming in August. 

Mr. Secretary, I am disappointed about the slow, painstaking 
revelation of this crisis by the Department that is led by you. I un- 
derstand there are excuses as to why we are in this position. How- 
ever, somebody somewhere took their eye off the ball. Just as Con- 
gress established a cap on spending for the Denver project that VA 
busted. Congress also provided a budget for VA for fiscal year 2015, 
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which the President signed into law, and it too is now busted. In 
both instances, VA has left Congress with very little time to react 
to a crisis created by VA’s own management decisions. 

While we will not penalize veterans for VA’s management or 
transparency failures, the days when VA can come to Congress and 
just say, “Cut us a check,” are gone. Asking for flexibility without 
supporting information is not enough. Similar to the way a large 
corporation board of directors sets a budget and the corporate man- 
agement implements that budget, the President and 535 members 
of your current board of directors set a budget and expect you and 
your staff to carry out the Department’s mission; that is, to manage 
the taxpayers’ resources in a fiscally responsible manner. 

Just as emerging circumstances in the private sector might cause 
a CEO to go back to the board armed with information supporting 
a request for additional resources or flexibility, we have the same 
expectation. And despite unsupported hints of a problem by the De- 
partment, that supporting information was not provided until ex- 
traordinarily late. 

We have already passed legislation to take VA out of managing 
major construction programs. Perhaps we need to bring in an out- 
side entity to manage the Department’s finances. I hope not. 

I recognize Ranking Member Brown for an opening statement. 

[The prepared statement of Chairman Jeff Miller appears 
IN THE Appendix] 

OPENING STATEMENT OF RANKING MEMBER CORRINE 

BROWN 

Ms. Brown. Thank you, Mr. Chairman. And thank you for call- 
ing this hearing today to discuss the VA’s current budget shortfall 
and the possibility that VA may have to close hospitals or ration 
healthcare. 

Mr. Chairman, I know everyone in this room agrees that this 
committee is committed to providing the resources that VA needs 
to take care of our veterans. We all need straight answers to our 
questions. How much is needed, and why? 

We are all supportive to make sure our veterans get the care 
that they need. But yet again we are faced with an llth-hour VA 
budget crisis. We must all work together, VA and Congress, in 
order to properly anticipate the resources needed for VA. The VA 
must do a better job of predicting requirements. It is important 
that VA starts planning and anticipating what our veterans will 
need and where they will need it. 

We have been hearing that this shortfall is due to the increase 
of veterans coming to get medical care, resulting in more veterans 
being treated outside of VA. I also think it takes care of the vet- 
erans with hepatitis C, many of whom are Vietnam veterans who 
we recently honored in a celebration in the Capitol, should be one 
of our highest priorities. But I wonder if this shortfall is fundamen- 
tally due to lack of planning and forecasting or for a variety of pro- 
grams which provide services to our veterans. 

So today let’s figure out what we need to do to ensure that our 
veterans are getting the healthcare they had earned and begin to 
fix what steps we need to take, a fix that will prevent any more 
llth-hour budget crisis. 
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In February the Secretary began asking this committee for more 
flexibility to move money between accounts that would enable him 
to run his administration more like a business and better care for 
the veterans. Let me repeat that. In February, and again in March, 
the Secretary came right there and asked us to give him the flexi- 
bility to run the VA like a business so he could care for the vet- 
erans. 

We have over 60 additional accounts that the VA has to decide 
whether or not to allow flexibility. And as we track the VSO sup- 
port and providing allowing the Secretary access to choice towards 
funds, I want to present for the record the VA physician produc- 
tivity is up 8.5 percent. And it gives the account of every category 
that we are service veterans for fiscal year 2015 and the increase. 
I want to submit that to the record. 

The Chairman. Without objection. 

Ms. Brown. In addition to that, I want to submit for the record 
a letter from each of the service organizations indicating that they 
support the Secretary having the flexibility to move this money 
around. 

When we did the Choice Act, the purpose of the Choice Act was 
to provide services to the veterans. We didn’t say what services, 
just services to the veterans, and the Secretary needs the flexibility 
and able to provide those services. 

And with that, Mr. Chairman, I yield back the balance of my 
time. And did you take the VA’s without objection 

[The prepared statement of Ranking Member Corrine 
Brown appears in the Appendix] 

The Chairman. Without objection, I will accept those letters. 

And I do appreciate you submitting those letters of support, and 
remind my colleagues that all the veteran service organizations 
also support my accountability bill as well. So as we meet later on 
this week to talk about it, I hope that we will keep that in mind. 

I would remind the members that this committee and the Senate 
as well rejected on a bipartisan basis an attempt to go into the 
Choice Fund to fix the budget shortfall at the Aurora hospital as 
well. And I think we need to focus, rightly so, as Ms. Brown has 
pointed out this morning, forecasting and getting a better grasp on 
what is going on with the dollars that are appropriated to the De- 
partment of Veterans Affairs. And that is why we have asked the 
Secretary to be here. 

And I know you had to change your schedule in order to come, 
and I appreciate that. 

Without question, once we spoke, the Secretary said, “I will be 
there,” along with Dr. Tuchschmidt. 

So, Mr. Secretary, you are recognized for your opening statement. 
I know you also have some charts you brought with you. I don’t 
know if we are going to post them up here or if people have 

Secretary McDonald. We have given them out, Mr. Chairman. 

The Chairman. Okay. All right. Thank you, Mr. Secretary. You 
are recognized. 
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STATEMENT OF THE HONORABLE ROBERT MCDONALD, SEC- 
RETARY, U.S. DEPARTMENT OF VETERANS AFFAIRS, ACCOM- 
PANIED BY JAMES TUCHSCHMIDT, M.D., ACTING PRINCIPAL 

DEPUTY UNDER SECRETARY FOR HEALTH, VETERANS 

HEALTH ADMINISTRATION, U.S. DEPARTMENT OF VETERANS 

AFFAIRS 

STATEMENT OF THE HON. ROBERT McDONALD 

Secretary McDonald. Mr. Chairman, if I may, I would like to 
start, and I know you would agree with this, by honoring our five 
servicemembers who were senselessly killed in Chattanooga. On 
behalf of all veterans and on behalf of our Department, I extend 
my deepest condolences to their families, their fellow 
servicemembers, and their friends who grieve their loss. We will 
never forget their service to our Nation, nor their supreme sacrifice 
on behalf of all of us, and the freedom that we so cherish. 

Thanks to the chairman and the ranking member for joining 
your Senate counterparts at our most recent Four Corners meeting 
at VA’s central office last Thursday morning. And I appreciate this 
opportunity to continue our dialogue publicly so veterans and all 
Americans can understand these important issues. 

Representing veterans and servicemembers this morning are sen- 
ior leaders of some of our most important partners, veterans and 
military service organizations, and I want to thank them for being 
here as well. 

A year ago today at my Senate confirmation hearing I was 
charged to ensure that VA is refocused on providing veterans with 
the highest quality service that they have earned. I welcome that 
opportunity. 

For the last year, I have been working with a great and growing 
team of excellent people to fulfill that sacred duty. Over the last 
year, since my swearing in, 9 of the 17 top leaders in VA are all 
new. We have to get the right people on the bus, and we have to 
get them in the right seats on the bus. 

Because of their hard work, VA has increased veterans’ access to 
care and completed 7 million more appointments this year than 
last year; 2.5 million within VA and 4.5 million in the community. 
So 7 million total more than last year, 4.5 million in the commu- 
nity, 2.5 million inside VA. 

We have increased VA Care in the Community authorizations, 
including Choice, by 44 percent since we started accelerating access 
to care a year ago. That is 900,000 more authorizations than the 
previous year. While Choice has been just a small proportion of 
that 4.5 million, it is on the rise, and utilization has doubled in the 
last month. 

Today, because of growth in access, the Department is struggling 
to meet veterans’ needs through the end of the fiscal year. We need 
your help. 

You have already appropriated funds to meet these needs, but 
you haven’t given me the flexibility or the authority to use them. 
Without flexibility, we will have no option at the end of July but 
to defer all remaining non-Choice Care-in-the-Community author- 
izations until October, provide staff furlough notices, and notify 
vendors that we cannot pay them as we begin an orderly shutdown 
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of hospitals and clinics across the country. These are unfortunate 
conclusions to an otherwise productive year of progress. 

In fact, we have doubled the capacity that we thought was re- 
quired to meet last year’s demand by focusing on four pillars: staff- 
ing, space, productivity, and VA Community Care, or what we 
sometimes call Choice Care. We have more people serving veterans. 
Since April 2014, we have increased net staffing by over 12,000, in- 
cluding over 1,000 new physicians, and we have used Choice Act 
funding to hire over 3,700 medical center staff. 

We have more space for veterans. We have activated over 1.7 
million square feet since last fiscal year and increased the number 
of primary care exam rooms so providers can care for more vet- 
erans each and every day. 

We are more productive, identifying unused capacity, optimizing 
scheduling, heading off no-shows, and we are also stopping late ap- 
pointment cancellations and extending clinic hours at night and on 
the weekends. 

We are aggressively using technology like telehealth, secure mes- 
saging, and e-consults to reach more veterans. Clinical output, as 
you can see in this chart, has increased 8.5 percent, where our 
healthcare budget has increased only 2.8 percent. 

We are aggressively using Care in the Community. The Choice 
Program and our Accelerating Access to Care Initiative increased 
veteran options for care in the community. We have provided VA 
Care in the Community authorizations, including Choice, for 36 
percent more people than we did over the same period last year, 
a total of 1.5 million individual VA beneficiaries. 

In short, we are putting the needs and expectations of veterans 
and beneficiaries first, empowering employees to deliver excellent 
customer service, improving or eliminating processes, and shaping 
more productive and veteran-centric internal operations. 

That is MyVA, our top priority to bring VA into the 21st century. 

Our strategy is paying dividends for veterans. We have increased 
VA Care in the Community authorizations, including Choice, by 44 
percent since we started accelerating access to care a year ago. 
That is 900,000 more authorizations than the previous year. 

Between the end of June last year and May, we have completed 
56.2 million appointments, a 4 percent increase over last year. And 
there were 1.5 million encounters during extended hours, a 10 per- 
cent increase, and that is particularly important to our women vet- 
erans. 

Even with that increase, we completed 97 percent of appoint- 
ments within 30 days, 93 percent within 14 days, 88 percent within 
7 days, and 22 percent same-day appointments. For specialty care, 
wait times are down to an average of 5 days. For primary care, 
wait times are down to an average of 4 days. And we have an aver- 
age of about 3 days for mental healthcare. 

So we are making verifiable progress for veterans, and with your 
support, VA can be the best customer service agency in Federal 
Government. But even as we increase access and transform, impor- 
tant challenges remain. And there will be more in the future as 
veterans’ demographics evolve. 

It is now clear that the access crisis in 2014 was predominantly 
a matter of significant mismatch of supply versus demand, exacer- 
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bated by greater numbers of veterans receiving services. That sort 
of imbalance predicts failure in any business, public or private, es- 
pecially when we promise veterans benefits without the flexibility 
to fulfill the obligations. 

So a fundamental problem is VA working to a budget, not to the 
package of benefits and services veterans have earned and have 
been promised by Confess. Budgets are static, our requirements 
are fluid, and changes in veterans’ needs and preferences for care 
far outpace the Federal budget cycle. 

Here is an example. Last year on average we added 51,000 vet- 
erans to our healthcare rolls each month. This year — this year — the 
monthly average of new enrollees has have been 131,000 — 131,000. 
That is a 147 percent increase. And we welcome them all, and I 
am sure you do too. 

But we can’t miss that today enrolled veterans only rely on VA 
for 34 percent of their care. Just 1 percentage point growth in reli- 
ance increases costs by approximately $1.4 billion. 

Let me say that again. Today, enrolled veterans only rely on VA 
for 34 percent of their care. Just a 1 percent increase, a 1 percent- 
age point increase in reliance increases costs by $1.4 billion. 

So we are working hard to best serve more veterans, but without 
flexibility, we can’t provide what they need the way you have di- 
rected it. We have reached a decision point. Congress can either 
shape a different benefit profile for veterans or give VA the flexi- 
bility and money for legislated entitlements. My worst nightmare 
is a veteran going without care because I have the money in the 
wrong pocket. 

I earlier compared the inflexibility we face to having one check- 
ing account for gasoline in your household and one checking ac- 
count for groceries. The price of gasoline falls in half and you can’t 
move money from the gasoline account to the food or grocery ac- 
count. 

Well, the inflexibility we are talking about today is even worse 
than that. It is even more puzzling. I can’t move money from the 
food account to another food account, from a Care in the Commu- 
nity account to another Care in the Community account. 

Altogether, we have over 70 line items of budget that are inflexi- 
ble, yet the veteran has choice. Freed up, they would help us give 
veterans the VA that you envision and that they deserve. We need 
flexibility to move money from line item to line item, just like you 
would a business. We need flexibility to move money from VA Com- 
munity Care to Choice, and from Choice to VA Community Care. 
Both are Care in the Community. We need flexibility to transfer 
both directions depending upon demand because we will not ever 
be able to predict the demand exactly. 

We owe it to veterans and ourselves to be more agile 15 years 
into the 21st century. It was February when I asked for flexibility 
to move resources. It was May when we again asked for flexibility 
to use some Choice Program funding to provide Care in the Com- 
munity. I am asking again for the simple flexibility to serve vet- 
erans with the money you have already appropriated so we can re- 
source the capacity that we have grown. More flexibility will go far 
toward meeting veteran care and increasing access across the coun- 
try. 
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Money for the Denver Replacement Medical Center will be de- 
pleted by early October, and work on the project will cease unless 
we receive congressional authorization for the full cost of the 
project and flexibility in fiscal year 2016 to transfer $625 million 
of our existing resources to the major construction account. 

We have presented several plans to Congress, the latest being on 
June 5, and we will have an update shortly. We anticipate the 
Corps of Engineers will award a contract to complete the facility 
in October and assume construction management on the project if 
we receive full authorization and that flexibility that we seek. 

To improve community care for veterans, we need to streamline 
antiquated business processes for purchasing care. For years, a va- 
riety of authorities and programs have provided community care to 
veterans. And I have trouble holding this up and talking at the 
same time, but you have this at your table. 

Today we have seven different programs for providing commu- 
nity care. Each one has its own exclusions, each one has its own 
payment option. It is incredibly confusing. We have traditional VA 
care. We have Choice. We have Patient-Centered Community Care. 
We have two separate plans for emergency care in the community. 
We have something called ARCH. We have Indian Health Service 
and Tribal Health Program. And these don’t include other pro- 
grams for veterans’ beneficiaries. 

It is all very difficult to understand. Veterans don’t get it, pro- 
viders don’t get it, our employees don’t get it, and I can tell you 
from our breakfast earlier last week. Members of Congress don’t 
understand it completely. 

We look forward to continuing to work with you on an integrated 
network of VA and community care and a single integrated reim- 
bursement system to get the providers we need on board. You see, 
what happens is providers cherry pick the program to get the high- 
est reimbursement rates. 

On May 1, we sent you our proposal, the Purchased Healthcare 
Streamlining and Modernization Act, a bill to make critical im- 
provements in provider agreements and give us the flexibility to 
provide timely local care to veterans. Our proposal, modeled on the 
purchased care authority in the Choice Act, includes protections for 
procurement integrity, provider qualifications, and reasonable cost. 

Flexibility with respect to Choice is central to resolving the budg- 
et shortfall and ensuring veterans continue receiving timely care as 
we strive to meet the 30-day access goal. 

On top of the $7.5 million of VA Community Care we already 
provide. Congress added new entitlements for veterans in the 
Choice Act. But there are many programs that the Choice Act 
doesn’t cover. Because Choice authorizations and community care 
authorizations are in different buckets, we have a funding short- 
fall, in spite of the fact that both types of care are community care. 

At the current rate, we expect Care in the Community in 2015 
will cost an additional $2.5 billion. New hepatitis C drugs for vet- 
erans will cost an additional $500 million. All we seek is flexibility, 
flexibility through limited authority to use money for community 
care to the extent those exceed our fiscal year 2015 budget. 

To meet these growing requirements next year, VA needs the 
adequate funding the President’s 2016 budget request provides. 
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But the House-proposed $1.4 billion reduction means $688 million 
less for veterans’ medical care, meaning as many as 70,000 vet- 
erans may not receive care. Further, it means no funding for four 
major construction projects and six cemetery projects, and 17,000 
veterans and family members may not receive VA burial honors. 
The construction budget was cut 50 percent, and that is at a time 
when over 50 percent of our buildings are over 50 years old. 

The increase in requirements we are seeing anticipates greater 
challenges ahead. Services and benefits peak years after conflicts 
end. Remember, during my budget testimony I talked about the 
fact that we are now seeking the peak years of the Vietnam crisis, 
even though the Vietnam war ended 50 years ago. The healthcare 
requirements and the demand for benefits increase as veterans age 
and exit the workforce. 

So full funding of the 2016 budget request is a critical first step 
in meeting these challenges, but we have to look much further 
ahead for the sake of Afghanistan and Iraq veterans. In 1975, just 
40 years ago, the year I graduated from West Point, only 2.2 mil- 
lion American veterans were 65 years old or older. That is 7.5 per- 
cent of the veteran population. By 2017, we expect 9.8 million will 
be 65 years or older. That is 46 percent of the veteran population. 

What does that mean? Well, consider this. VA provides the best 
hearing aid technology anywhere. Medicare doesn’t cover hearing 
aids, and most insurance plans have limited coverage at best. So 
choosing VA for hearing aids saves veterans around $4,200. 

As VA continues to improve access, more veterans are going to 
come to the VA because they want to and because it makes finan- 
cial sense. So it is a foregone conclusion that the cost of fulfilling 
our commitments will grow for the foreseeable future. 

It bears repeating that the 2014 access crisis was in part a Viet- 
nam debt, not a debt of Afghanistan and Iraq where 
servicemembers will still serve. So we can’t be shortsighted. We 
have to respond today with a long-term view that underlines a 
commitment to VA transformation. 

Veterans who have preserved our freedom are watching us. As 
the military drawdown continues, servicemembers are also watch- 
ing us. And young men and women who might choose to serve are 
watching us. They rightly expect us to fulfill our obligations with 
the same degree of dignity and fidelity with which they put their 
lives on the line for our Nation. If we choose shutdown, we fail all 
of them. 

Given the commitment we made at breakfast last week to keep 
working together, I know we will honor all of our obligations to vet- 
erans and their families of every generation. 

Thank you very much, Mr. Chairman and committee. We look 
forward to your questions. 

The Chairman. Thank you very much, Mr. Secretary. 

I would like to ask, you talked about additional enrollees this 
year, and I don’t have the numbers right in front of me. Did you 
say that was a net number, so it would include those that died, or 
is this just new enrollees? So you had 100,000 new enrollees. How 
many folks died and came off the system? 

Secretary McDonald. I don’t have the number, Mr. Chairman, 
of how many died. But I can tell you that with 7 million more ap- 
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pointments this year versus last, that a lot more are alive than are 
dead. 

The Chairman. And I understand that. But you made a point of 
talking about how many new people enrolled into the system, and 
I just want, for clarity purposes, I think it is important not just to 
focus only on that number 

Secretary McDonald. We will get you that number. 

The Chairman [continuing]. But that we get a net number. 

Secretary McDonald. We will get you the number of the number 
of people who died and the number of enrollees. 

The Chairman. And I think the simple question I think that we 
need to talk about today — and I know you wanted to focus on the 
appropriations process, which is still ongoing. I would hope very 
soon that the Senate will move and move a piece of legislation so 
we can get the MilCon-VA budget passed, I think it is very critical 
that we get that done. 

But if we didn’t have the Choice Program to fall back on today, 
that $10 billion, $9 billion, whatever the number is today, how 
would this problem be solved? 

Secretary McDonald. Well, Mr. Chairman, we agree with you. 
As we said last week, and as we have said from the very beginning, 
we very much favor the Choice Program. The Choice Program is 
the shock absorber that has allowed us to care for veterans at a 
time when more veterans are entering the system and when that 
care is necessary. 

You know, the Choice Program allocated $10 billion for care over 
3 years. We are already spending $6 billion for community care 
from the current VA budget. So the idea that has been propagated 
in the media that somehow we are against the Choice Program or 
we are gutting the Choice Program is absolutely, positively wrong, 
proven by the data. We have overspent $6 billion this year in com- 
munity care. Community care is absolutely essentially. 

The Chairman. I think that the issue is your hepatitis C drug, 
$1.5 billion or whatever the number is for hepatitis C, is part of 
the issue. And I don’t think any one of us thinks that we should 
not be providing that drug. In no budget submission that I can re- 
call was it discussed about that, although I am hoping that some- 
body, and Ms. Brown actually talked about the forecasting, that 
somebody was looking at the approval of that drug, and it was com- 
ing on, and that if it did come on, that it was going to cause a sig- 
nificant issue as it relates to the non-VA care line item of $6 bil- 
lion, which is gone now, has never been gone before, but all of a 
sudden this year it has disappeared. 

And my questions was, if we didn’t have the pot of money that 
you are looking at now to solve this crisis, how would we solve the 
crisis? 

Secretary McDonald. Well, Mr. Chairman, what we are saying 
is that based on the laws that the Congress has passed, there are 
certain benefits we have to give to veterans, and the budget has 
to match that. Without the Choice Act, the budget clearly would 
not match the laws that we provide to veterans. 

And remember, as I said, only just about over a third of veterans 
are using the system. And with every new 1 percentage point of 
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veterans who enter the system, we are talking about $1.5 billion, 
an incremental $1.5 billion. 

I think the point you make on the hepatitis C drug is a really 
important one. I talked about the length of budget cycles in the 
Federal Government. We started the appropriation for 2015 be- 
cause it is an advanced appropriation sometime around 2013. 
These drugs were invented between 2013 and 2015. They couldn’t 
have been anticipated. We have had two more new hepatitis C 
drugs come out. We are going to have new drug inventions in the 
future. 

How do we work together to create the flexibility in the budget 
cycle so that we can deal with incremental demand to veterans and 
new special causes like new drugs? And that is what we are pro- 
posing to work together with you on. 

The Chairman. According to your staff, the Veterans Health Ad- 
ministration has taken a number of steps to curtail the shortfall, 
including revised guidance on the use of non-VA care, halting all 
nonessential hires, purchase and travel, and pulling salary dollars 
for medical center accounts. 

One area that I see that hasn’t been looked at, and that is the 
issue of bonuses. What is sacred about the $350 million bonus pot 
that would prevent you from accessing that money? And if you 
need flexibility, we will be glad to give you flexibility to use that 
too. Would you not look at every crevice possible? 

Secretary McDonald. Mr. Chairman, you probably recall the 
meeting you and I had in your office where we went through the 
relative ranking and the accountability steps that we have taken 
within VA. One of those steps, as you may recall, is nobody in the 
Veterans Health Administration, nobody, is receiving a bonus for 
2014. And also, the relative ranking that we did of their perform- 
ance, no one in the Veterans Health Administration received an 
outstanding rating. 

And I would defy you, as I did that day, to compare our relative 
rating, our relative performance rating, versus the relative per- 
formance rating of every other department of government and the 
best companies in the private sector, because we were following the 
principles of the best companies in the private sector. 

The Chairman. And I appreciate the meeting that we had, the 
information you provided. And my time has expired, but I want to 
get for clarity, nobody within the Veterans Health Administration 
is getting a bonus? 

Secretary McDonald. No executive, yes, sir. 

The Chairman. There is a very distinct difference between execu- 
tive and the line employee, and I just wanted to make that clear. 

Ms. Brown. 

Ms. Brown. Thank you, Mr. Chairman. 

First of all, let me just say that it was a beautiful service that 
we had here last week in the Capitol for the Vietnam veterans. 
And, you know, that glitter is very nice. I mean, they deserve it. 
But they also deserve the services. 

Now, I participated in every Choice meeting, every conference, 
voted on it, and the purpose of the Choice was to provide veterans 
services to veterans, their care. Can you expound more on the flexi- 
bility that you need? Because when I think about it, I think about 
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the GI Bill. Veterans can go to any school that they want to. So 
the money follows the veterans. 

So can you expound on that flexibility that you need, that you 
have come to Congress, both openly and in private, and explain to 
us that you need the flexibility? 

Secretary McDonald. Yes, ma’am. Well, thank you, Ms. Ranking 
Member. 

As we have said, there are about 23 million veterans in this 
country. Only 9 million are signed up for our healthcare system, 
and probably only 6 million, 7 million use it on any given day. So 
there is an opportunity for every veteran to use our health system, 
and we would like that. But in order for that to happen, we have 
got to have the flexibility to be able to deal with an influx of vet- 
erans as we improve care. 

One of the things that you are probably aware of is if you get 
your knee replaced with Medicare, it costs you roughly $5,000. If 
you are a veteran and you get your knee replaced using the VA, 
you save $5,000. So to the degree we improve our system and we 
improve access to our system, more and more veterans will enter 
the system. And as we said earlier, every percentage point of vet- 
erans who enter the system is going to add another $1.5 billion of 
cost. 

With 70-plus line items of budget where we can’t move money 
from one line item to another, it distorts what we do. It causes sit- 
uations like we are in today. And the whole purpose of the Choice 
Act was to improve care for veterans. The whole purpose of the 
Choice Act was to get veterans care in the community. What we 
are talking about is a shortfall in care in the community. 

So it really defies my logic to understand why we can’t use 
Choice care money for care in the community since that is the rea- 
son it was appropriated. The money has already been appropriated. 
It is sitting there. We would like to use it to care for veterans. And 
as more veterans come into the system, we want to care for them 
too. 

Ms. Brown. One of the complaints or challenges is, you talked 
about knee replacement, so if someone goes into one of the Choice 
programs for knee and the doctor determined that both knees need 
to be replaced, you can’t do it based on exactly how the Choice is 
working right now because that other knee has had to carry. I 
mean, I know this is getting technical, can the medical person ex- 
plain to me why? 

Dr. Tuchschmidt. Yes. So I think if the veteran needs both 
knees replaced, under the Choice Program they could get both 
knees replaced. It would require a second authorization for the sec- 
ond procedure that needs to be done. 

I think that the challenge for us is really — you know, the chair- 
man asked what would we do if we weren’t in a situation where 
we have Choice funds. And the fact of the matter is, is we probably 
this year would have done what we always have done. We would 
have managed to a budget. But we didn’t do that this year. We 
managed to a requirement, and that requirement was that no vet- 
eran would wait more than 30 days for care. 

And while we have worked very hard to make the Choice Pro- 
gram an option for that patient who needs that knee replacement. 
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the fact of the matter is today a lot of our care is going — we are 
buying it through mechanisms outside the Choice Program, but we 
are doing it so that no veteran waits more than 30 days for care, 
and then accessing the resources to be able to pay for that is, I 
think, our challenge today. 

Ms. Brown. My concern is those community programs that we 
have been working with for years, universities, other stakeholders, 
what is happening to those programs, because we have cut the uses 
of some of those programs because of the shortfall. 

Dr. Tuchschmidt. We have curtailed the use of those programs 
for elective care today. Our interest is actually making Choice Pro- 
gram the premiere program, to make that program the predomi- 
nant way that we get care. And we have worked very hard with 
both Health Net and TriWest to get the 87,000 providers that we 
have used in the past — some of those are our academic affiliates — 
to sign up to be providers under the Choice Program. And for our 
academic affiliates, we offer them both indirect and direct medical 
education, overhead expenses in the reimbursement that they have 
negotiated with CMS. 

Ms. Brown. Thank you. 

Thank you, Mr. Chairman. 

The Chairman. Mr. Lamborn, you are recognized. 

Mr. Lamborn. Thank you, Mr. Chairman. Thank you for having 
this important hearing. 

Secretary McDonald, you have come in here basically demanding 
$3 billion or healthcare in large part shuts down on August 20 . 
And I am just amazed that we are in this position. Do you and 
your leadership team at the VA have any accountability or any re- 
sponsibility at all for this happening? And if so, how much? 

Secretary McDonald. Well, of course we do. And as Deputy Sec- 
retary Gibson laid out in the last hearing on the same subject just 
a few weeks ago, there are many reasons that we are where we 
are, and I think we all share some of the responsibility, including 
Members of Congress. 

We have a new program called the Choice Program. It is hard 
to predict new programs. We have seven different ways of pro- 
viding care in the community. And at the time the Choice. 

Mr. Lamborn. Okay 

Secretary McDonald. Excuse me, sir. You want to interrupt? 

Mr. Lamborn. Well, yes. Let me interrupt because my time is 
limited. We have described what the layout of the land is. You have 
gone through 

Secretary McDonald. I was trying to go through the reasons we 
are where we are, and I was going to show you what accountability 
we have. 

Mr. Lamborn. Okay. Do you have any role in this, is what I am 
getting at. 

Secretary McDonald. We all do. We all do. You know, one of the 
first things you learn your first day at West Point is to say, “No 
excuse, sir.” We all do. And one of the things that baffles me in this 
case is we are dealing with a computer system that is over 30 years 
old. It is called the FMS system. It is written in COBOL, which is 
a language I wrote at West Point in 1973. We have got to change 
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the management system of the financials of this enterprise called 
the VA. 

The problem that we have is when we benchmark private indus- 
try, our IT budget is about 50 percent of what a healthcare system 
IT budget is. So we have got to fix that. 

At the same time, we have got to improve our management of 
the financial systems, and we are going to work hard to do that. 

At the same time, it would help us if we had flexibility rather 
than over 70 line items of different budget that we can’t move 
around. 

Mr. Lamborn. See, my issue is that every time one of these prob- 
lems comes up, on an almost weekly basis it seems like this year, 
we hear pleas for more money or more flexibility or something like 
that to go forward, but we never really get to the bottom of what 
caused it in the first place. And that is just what I am trying and 
the rest of us here are trying to get to the bottom of 

Secretary McDonald. Do you want me to repeat my opening 
statement? I thought I was pretty clear on what caused it. I mean, 
last year you talked about mismanagement being not giving vet- 
erans care. Now mismanagement is giving veterans too much care. 
You know, the Congress passes the law 

Mr. Lamborn. No, no, no, no. Here is my real problem here. You 
say that on August 20 there is no other option except for an emer- 
gency supplemental by Congress. You are going to start closing 
down operating rooms, hospitals, clinics all over this country. And 
with a $60 billion healthcare budget out of a $160 billion total 
budget, there is no other way for you to see around this problem 
than to tell veterans they can’t come into the operation room after 
August 20 . 

Secretary McDonald. Sir, I didn’t say that. I did not talk about 
a supplemental. What I talked about was using part of the $10 bil- 
lion that has already been appropriated by Congress for care in the 
community to pay for care in the community. That is the lunacy 
of why we are here talking about this. You appropriated $10 billion 
for care in the community. We are talking about using it to pay for 
care in the community. 

Mr. Lamborn. Mr. Chairman, I yield back. 

The Chairman. Ms. Brownley. 

Ms. Brownley. Thank you, Mr. Chairman. 

And thank you, Mr. Secretary, for your continued leadership to 
right the ship here. I appreciate it very much. 

I do think that flexibility is part of the solution. It is not the pan- 
acea, but it is part of the solution. And I think, clearly, that we 
need to be more nimble to serve our veterans and to serve them 
appropriately in the way that they deserve it. 

Closing hospitals is not a choice, as far as I am concerned. I 
think we have an IT system that can’t track spending and can’t 
reconcile a budget in a timely way. And I would argue, and I think 
that you have alluded to this in your testimony, but I would argue 
that, yes, there has been an increase in demand from our veterans. 
But I would also argue that the VA is pushing more resources out 
the door than they have in the past, and that is a good thing be- 
cause pushing more resources means that more veterans are hieing 
served and being served appropriately. 
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So I guess my question, you have mentioned about areas that we 
need to improve upon, you mentioned IT, that we are spending 50 
percent of what private industry spends on their IT systems, and 
better management checks and balances, but what are we going to 
do? 

I think we need, before we move forward in any way, shape, or 
form, we need assurances that these kinds of things are going to 
get fixed, that we can’t move towards flexibility and hope and pray 
that the next time we are going to be better off. 

We need assurances that these are going to be fixed and that we 
will know in a timely way where we are, if we ask the question 
today, we know exactly where we are in terms of money that has 
been spent and what the balances are. 

So share with us the specifics and when you think these things 
are going to be fixed so that we don’t approach another fiscal year 
with this same kind of calamity that we are facing today. 

Secretary McDonald. Thank you. 

I again want to reiterate that we do own these problems. We do 
want to fix these problems. I didn’t want to give any different kind 
of impression with Congressman Lamborn’s question or yours. 

It starts with getting the right people in place. We just, as you 
know, just got confirmed Ms. LaVerne Council, who is our Assist- 
ant Secretary for the Office of Information Technology. She was the 
IT leader for Johnson & Johnson. She was the IT leader for Dell. 
I have been working to recruit her for many months, almost since 
the day I was confirmed. 

We have got to get the right leaders in place. I think we now 
have them. What we then need to do is we need to benchmark 
other operations, which we are doing. And in the case of the finan- 
cial management system we use, FMS, the COBOL system I am 
talking about, we have got to replace it. And until we do replace 
it, we have got to take brute force effort to make sure we do a bet- 
ter job of keeping track of our budgets and keeping you informed 
of them. 

I didn’t mention it earlier, but one of the issues here was, when 
you passed the Choice Act, you demanded in the Choice Act that 
we account for care in the community in a different way than we 
were doing it previously. You asked us to centralize that at our 
business office. And I am sure you did that in order to keep control 
of that money and make sure we weren’t spending it for something 
else. 

Well, that change helped exacerbate this situation. Nevertheless, 
we tried through brute force to try to keep that accounting whole 
so that we could understand what was going on. But there is no 
question we have got to do a better job. 

Ms. Brownley. Well, Mr. Secretary, for me at least, I presume 
that we have the resources to find the right people for the job. So 
that is part of the solution. 

I have to say that I don’t have a lot of confidence, having served 
on this committee now for 2 V 2 years, that the VA — you haven’t 
asked us for additional money for an IT system yet. I presume that 
potentially will come. But I don’t have the confidence that within 
a year we are going to have a new IT system that provides the 
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tools necessary that we would need to be able to have timely data 
and timely information in terms of where we are. 

Is there something that you are working on specifically to give 
us some assurances? 

Secretary McDonald. Well, obviously, this is a high priority for 
us. But I think before we design an IT system to deal with seven 
different ways of paying for care in the community, we ought to 
work together, as we talked at our breakfast last week, to go to one 
way of paying for care in the community, and then making the IT 
system will be a lot easier. 

Ms. Brownley. Thank you. I yield back. 

The Chairman. Dr. Benishek. 

Dr. Benishek. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary, for being here this morning. I think 
you did a pretty succinct history of what was going on here. 

I guess my biggest problem, frankly — and I agree with having 
more flexibility in accounts. Nothing irks me more than seeing new 
windows put in at VA that just were replaced 4 years ago when 
we don’t have a nurse anesthetist. I mean, it is stuff like that. I 
mean, I completely agree with that. 

I guess what I am most concerned about is the fact that we 
didn’t know about this whole situation until, what, 2 weeks ago or 
less than that? And we had Mr. Gibson here. And all of a sudden 
it is like a crisis. 

And I think, from my perspective, I was kind of hoping that you 
would have, like, a plan to reform the VA and make it all good, and 
you talked about some of that stuff here. But I haven’t really seen 
you come out and tell me, maybe the chairman knows something 
I don’t, about the reform process going on. 

And I am really disappointed in this $3 billion shortfall. Why 
weren’t we knowing more about this in advance because — what is 
the story with that? Why don’t we know about it sooner? 

Secretary McDonald. Congressman Benishek, I just want to 
draw your attention to this. This I gave you on June 5, we gave 
all members of the committee on June 5. This was about Denver. 
It was about replacing the Denver facility. But I thought it was im- 
portant at the time we published this to also give you a heads-up 
on the work we are doing to transform VA. 

So if you turn to the back of this book, the last 56 pages are all 
about the transformation of VA. And we have sat down with those 
Members of Congress who are interested and gone through the de- 
tail. They happened to be mostly in the Senate. But we would love 
to take you through the detail. 

We have set up an external advisory board, which includes some 
of the most outstanding CEOs in this country that are helping us, 
and the VA is going through the largest transformation in its his- 
tory. And every member on this committee has 56 pages of what 
is going on. And we are happy to spend more time with you. We 
would like you to be part of it. In fact, we would like to have hear- 
ings that talk about what are we doing to transform the future. 

Relative to the shortfall, our first knowledge of it was around the 
middle of May. At the time we had a meeting with the Eight Cor- 
ners, both the Senate and the House appropriations and author- 
izing. At that time we mentioned three issues that were emerging. 
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One was hepatitis C, one was Denver — of course Denver was the 
one that was the reason for the meeting — and the third was the 
cost of care in the community. 

At that time we thought we could solve the problem. We thought 
we could solve it by putting more veterans into the Choice Program 
and, therefore, not relying as much on our internal care for the 
community budget. We obviously couldn’t solve the problem. 

We also thought that we could use unspent money from previous 
years to do it, and we got legal opinions and 0MB opinions that 
we couldn’t do that. So we couldn’t solve the problem. 

Dr. Benishek. Is there unspent money from previous years sit- 
ting around? 

Secretary McDonald. Yes, sir. I mean, anytime you have budget 
line items that are over 70, where you are inflexible in moving 
money from one budget line item to another, you are going to have 
unspent money. 

In fact, one way to rid the government of unspent money is to 
allow more flexibility between accounts. That is the way businesses 
do it. 

Dr. Tuchschmidt. Yes, if I could just add, so, in prior years, the 
last 5 years sit in the Treasury, and as those obligations are ex- 
pensed, the obligations, there are funds that get de-obligated, and 
those funds sit in the Treasury for 5 

Dr. Benishek. How much is there? 

Dr. Tuchschmidt. I think for the last — about last 5 years, there 
is about $1.3 billion. 

Dr. Benishek. I had another question, too, about maybe third- 
party reimbursement for nonservice-connected care, and I have 
heard that is an issue that the collections are not what they should 
be. Can you give me a situation update with that? 

Dr. Tuchschmidt. Yes, I think our — so our collections this year 
are actually up significantly. I don’t have the — I haven’t refreshed 
that figure in my head recently. I want to say it is about 7 percent 
higher than we had anticipated, so we are working very hard to 
improve collections. A lot of our patients who have insurance have 
actually Medigap coverage, and without a Medicare EOB, those in- 
surance firms don’t 

Dr. Benishek. EOB, what is that? 

Dr. Tuchschmidt. Explanation of benefits. So because we are not 
a Medicare provider, those providers don’t necessarily pay us. But 
we are working very hard to collect every penny that we can. 

Dr. Benishek. I am out of time apparently. 

The Chairman. Ms. Titus. 

Ms. Titus. Thank you, Mr. Chairman. A lot of that money that 
is left over, though, was kind of used quietly to pay for the continu- 
ation of the Denver project, wasn’t it? 

Dr. Tuchschmidt. Are you talking about the money in the Treas- 
ury for the last 5 years? 

Ms. Titus. Wherever you found that money in programs around. 

Dr. Tuchschmidt. Well, that money actually is in the Treasury. 
It is not available to us, so we can’t use that money. We had — we 
thought we could, and it is money that essentially becomes, as I 
said, de-obligated as expenses come in. Also sometimes there are 
new expenses for whatever might have happened in, let’s say in 
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2014 and that money is then used in that year, so you can actually 
become antideficient after the fact, so to speak. 

So that 1.3 billion was not available to us. We had hoped it 
would be. I was actually the staff person that had the cryptic con- 
versation with the House staff back in June, and we had — we 
thought we had a plan. When — I mean, in my opinion, quite frank- 
ly, we are a victim of our success. I mean, we have gotten many 
more veterans care. 

Ms. Titus. Okay. But where did you find that money for Denver? 
That was a little piece 

Dr. Tuchschmidt. That 1.3 billion is not for Denver. 

Ms. Titus [continuing]. That was around, right? 

Secretary McDonald. The money for the Denver project that we 
have talked about for this year came from the current year budget, 
not from previous years’ budgets. 

Ms. Titus. Okay. And, also, in that report that you referenced, 
that is where you also listed as a possible solution for Denver tak- 
ing a 1-percent across-the-board cut, which in retrospect now seems 
like not a very good idea when we are so in the hole now. We 
couldn’t have afforded a 1-percent cut, but apparently, at that time, 
you thought you could. 

Secretary McDonald. That is correct. 

Ms. Titus. Well, we are going — there is a lot of teeth gnashing 
and hair pulling here today. I agree with many of the things that 
have already been said, but the fact of the matter is we can’t let 
hospitals close. We are going to have to look for some flexibility. 

I think my confusion and maybe a confusion here, too, is over the 
difference between the care in the community programs that have 
now been consolidated and Choice. Seems to me there is very little 
difference in those, aside from some regulation, some contractors, 
and some naming. They are both really about care in the commu- 
nity. Is that accurate, so that would mean that flexibility is really 
not that big a problem? 

Secretary McDonald. Yes, your statement is accurate in prin- 
ciple. In execution, though, it is incredibly complex, and I would 
ask you to look at the chart that we gave you, and what you will 
find is we have seven different — seven different programs. 

Ms. Titus. Right. 

Secretary McDonald. All of which have different payment meth- 
ods and different exclusion amounts. I was traveling with a Sen- 
ator who brought in providers, and they all complained to me about 
every program we have except one, and obviously, I knew that the 
reimbursement rate for that program was higher. 

So because we have different reimbursement rates, you have dif- 
ferent providers distorting the system and encouraging one pro- 
gram over another. What we have proposed — and we provided the 
legislation to the chairman and also to the Senate — is to bring all 
those together under one program, one reimbursement rate, make 
it easier for the veteran, make it easier for the VA employee. There 
is 

Ms. Titus. If you do that, though, doesn’t that mean that the 
flexibility that you need from the Choice program to that consoli- 
dated community and the care would make sense? 

Secretary McDonald. Yes, ma’am. 
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Ms. Titus. I am trying to help you here. 

Secretary McDonald. Yes, ma’am. That is exactly right. You go 
to one program, you have one budget. 

Dr. Tuchschmidt. There is one really important point here, 
though, and that is that our — you know, our community care pro- 
grams are what we used to call purchased care, used to call fee. 
There are a lot of things in those programs right now that are not 
covered by Choice and will require statutory change to fix that. So 
long-term care is not covered by Choice right now. Home care is not 
covered by Choice. 

Ms. Titus. Can you work with us to look for legislative fixes? 

Dr. Tuchschmidt. Absolutely. 

Ms. Titus. And not just the Senate, but maybe some of us on 
this committee? 

Dr. Tuchschmidt. We absolute have. We are working on 13 
things that we think need to be changed and have — we will have 
made a commitment to sit down with staff from this committee and 
from the Senate to make sure that we can address those issues. 

Ms. Titus. Great. And one last thing. I have been notified that 
you all are looking at moving southern Nevada from the VISN 22 
to the VISN 21. That means our veterans, instead of being able to 
drive 4 hours to Los Angeles, will drive 8 hours, 9 hours, 10 hours 
to San Francisco. I am going to be speaking this week later with 
somebody. Dr. Shulkin, but I just want to put it on your radar be- 
cause this is something that we are very concerned about. 

Secretary McDonald. Thank you. We are trying to simplify the 
organization structure, but we are not — we want to make sure it 
is better for veterans, not worse. 

Ms. Titus. Thank you. 

Thank you, Mr. Chairman. 

The Chairman. Mr. Secretary, have you provided us with draft 
legislative language that would combine all of this? 

Secretary McDonald. I haven’t as yet. I made a mistake when 
I said that. What we have provided is the providers agreement leg- 
islative language, which you do have. We have not yet provided the 
consolidation legislation language. 

The Chairman. Thank you. 

And, Ms. Titus, the biggest difference between the non-VA fee 
care pot of 6 billion that sits in there today and the $10 billion 
Choice is the non-VA fee care money was at the discretion of the 
Department of Veterans Affairs whereas the Choice program is at 
the discretion of the veteran, so that was the biggest thing that 
was done from our standpoint. 

Dr. Huelskamp. 

Dr. Huelskamp. Thank you, Mr. Chairman, and I appreciate the 
topic of consideration today. 

And Mr. Secretary, I appreciate you coming. This is a very dif- 
ficult discussion for me. 

I had great hopes that we would move forward in the last 2 years 
to fix some of these problems, but as I see it, you are coming here 
before us with the most massive shortfall in VA history, nearly $3 
billion. And I am not for certain, when did you personally know 
that we had this shortfall, Mr. Secretary? 
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Secretary McDonald. What I said to Dr. Benishek was around 
the middle of May. 

Dr. Huelskamp. Middle of May. And if I understand the num- 
bers correctly, in this particular line item, it is approximately 50 
percent over the budget amount. Is there a level at which they 
come to you earlier than halfway through the fiscal year to say, 
hey, we have got a problem? Is that normal manner in which budg- 
et shortfalls and problems are not brought to your attention unless 
they are 50 percent over budget? 

Secretary McDonald. When there is a budget overage, you obvi- 
ously try to resolve the issue as quickly as you can. 

Dr. Huelskamp. But is there a level? Again, 50 percent over 
budget. They tell you, I guess, in May and well before the fiscal 

Secretary McDonald. Remember there is a $10 billion source of 
funds called Choice, and what we are talking about is Choice. 

Dr. Huelskamp. Without 

Secretary McDonald. We are talking about care in the commu- 
nity and 

Dr. Huelskamp. Mr. Secretary, I do know that. 

Secretary McDonald [continuing]. The same thing. 

Dr. Huelskamp. And what I would like to know is why you 
lowballed 

Secretary McDonald. I didn’t lowball. 

Mr. Huelskamp [continuing]. Non-VA care estimates. The actual, 
you came in and projected they would be 25 percent less of the ac- 
tual figures for 2014. You came in and projected you would save 
1.5 billion. They would be lower, and they are actually coming in 
at 1.5 billion over your estimates. So on one hand, you 
lowballed 

Secretary McDonald. When did I say that? 

Dr. Huelskamp. In the budget submission to Congress. 

Secretary McDonald. In my 2016 budget testimony? 

Dr. Huelskamp. Let me give you these figures that you provided 
the committee, and maybe your staff didn’t tell you this, and that 
is why I ask about the 50 percent. 

Fiscal 2014, $6.3 billion of actual spending, and you come in and 
said we only need 4.9 billion. That is a 25-percent cut. And then 
you are surprised to come in and say you are actually going to 
spend more than you were spending in 2014. 

So you come in and lowball the figures by 1.5 billion, then come 
in here later and say not only did we not cut 1.5 billion, we are 
going to add another billion on top of it. That is what I don’t under- 
stand, Mr. Secretary. 

Secretary McDonald. I am not familiar with the figures you are 
talking about. Maybe Jim is, but as I said, I learned about this 

Dr. Huelskamp. I don’t need to hear the explanation. I want 

Secretary McDonald. And as I learned about it, we got the in- 
formation as quickly forward as we can. 

Dr. Huelskamp. Mr. Secretary 

Secretary McDonald. We had the hearing, as I told you 
about 

Dr. Huelskamp. Please. 

Secretary McDonald. The Deputy Secretary was here, and we 
are here today. 
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Dr. Huelskamp. Mr. Secretary, I would like an explanation of 
why you projected a 25-percent reduction in this line item, and now 
you are saying you want a 25-percent increase over last year. 

Dr. Tuchschmidt. I am not familiar, actually, with the informa- 
tion you have, but — and I would be happy to look at it, but what 
I can tell you is that 

Dr. Huelskamp. If I yield back to the chairman. 

The Chairman. Very quickly. I believe it was the VHA CFO that 
did provide that information to us. 

Dr. Huelskamp. And here is my concern, Mr. Secretary, and I 
know, in our closed-door meeting back in February, you did tell us 
and many on this panel, you do support VA Choice, but then you 
come in and requested to raid those funds and use them elsewhere. 
And then we hear from others in the Department that you have 
many employees that are not very supportive of Choice, and some- 
how we don’t have a lot of veterans moving to Choice, and it came 
in well under budget. 

But what you wanted in next year’s budget, we decided we are 
not going to do that, but then, somehow, a few months later, you 
come in and request essentially what we wouldn’t do for you ear- 
lier. So — but I believe your Department either lowballed purposely 
or severely — created a severe mistake, but how could you claim 
that massive cut, and that is what I don’t understand. 

Dr. Tuchschmidt. So, actually, I don’t know what you have, but 
I can tell you that this year, we started off with a budget of $8.2 
billion for care in the community, and if 

Dr. Huelskamp. No, you are wrong on that. That was 

Dr. Tuchschmidt. No, I am not wrong on that. 

Mr. Huelskamp [continuing]. What you spent last year. 

Dr. Tuchschmidt. No, I am not wrong on that. 

Dr. Huelskamp. The budget amount was 7.2 billion. That is 
what you put in your budget. 

Dr. Tuchschmidt. What we budgeted internally this year was 
$8.2 billion for purchase care, and we had hopes of — that the 
Choice program would offset some of that, and we took 688 million 
out to pay for hepatitis C drug. 

Dr. Huelskamp. And out of a $3 billion, that leaves 80 percent, 
but those are not the numbers you provided to the committee, and 
I would like to see those clarified, Mr. Chairman. 

One last thing as well. And for the Secretary, for everybody here, 
I know yesterday you apparently told the VFW that we were cut- 
ting the VA budget. That has never happened. That has never hap- 
pened. You know that is not true. Hopefully that has been 
misreported in the media that you told the VFW that Congress has 
cut your budget. 

But I want to know, just for the record that has come up, begin- 
ning in how many employees have actually been fired for the wait- 
ing scandal? Is it only two? Is that correct? 

Secretary McDonald. I think you have seen over the weeks that 
we have made progress. As you know, we sought disciplinary action 
against six. Four are gone; two retired. We have got over 100 under 
investigation for wait time manipulation, and just last week, I 
think you saw an announcement that the FBI has actually indicted 
someone, and so these investigations do take time. Congressman. 
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And the good news is they are getting to fruition, and as they do, 
we are taking action. 

As you know, since I have been Secretary, I think over 1,300 peo- 
ple have been terminated. We take this very seriously. That is why 
we have 9 of our 17 members and new leadership team in our med- 
ical centers; 91 percent of our medical center directors or leader- 
ship teams are new. So the leadership is changing. And I hope with 
that change, we have a change in culture and a change in perform- 
ance, and that is why we have had 7 million more appointments 
this year than last year. 

Dr. Huelskamp. I yield back. 

Secretary McDonald. Thank you. 

The Chairman. Thank you. 

Mr. Secretary, we do have an outstanding question in to you in 
regard to the 1,300 people that you say have been terminated, how 
many were probationary? And we are still awaiting the information 
for that. 

Secretary McDonald. We will get you the answer as quickly as 
we can. 

The Chairman. Thank you. 

Secretary McDonald. Unfortunately, our HR systems are simi- 
lar to our financial systems, so we have to count them by hand. 

The Chairman. Ms. Kuster. 

Ms. Kuster. Thank you very much, Mr. Secretary, and I appre- 
ciate you being here with us today. 

I want to try to focus in on an issue that I think may be causing 
some confusion in the question of community care. The VA has re- 
cently redefined what had traditionally been viewed as non-VA 
care to include some other programs, so CHAMPVA, State vet- 
erans’ homes, which I am very proud of the one in New Hampshire, 
community nursing homes. I think you have mentioned home 
healthcare, and I just want to be realistic, given the aging demo- 
graphic of veterans in New Hampshire, we have 65,000 Vietnam 
veterans who we are committed to serving. But just so that we all 
understand going forward, we are referring to this as sort of a cri- 
sis situation in the short term, but long term, if we are making the 
commitment, a bipartisan commitment, that we have made to 
shorten timeframes for waiting, to provide greater access, to hire 
more professionals, I want to understand exactly what is in this 
umbrella of community care and how we expect to meet this need 
and pay for this need going forward. 

Dr. Tuchschmidt. So we, under the — in the VACAA legislation, 
we were required actually to centralize all these programs under 
the chief business office and to centralize those fundings. 

Ms. Kuster. Required by whom? 

Dr. Tuchschmidt. By the Choice legislation. So we did that. And 
when we did, I mean, we have always called them purchased care 
really, and when I came in 23 years ago, it was fee care, but we 
were calling it non-VA care, non-VA community care, right, and we 
said, well, when 20 percent of our care on a cost basis is out in the 
community, it is not non-VA care anymore. It is VA care, so we call 
it now VA community care. We are trying to change how we talk 
about it and the mind-set in the organization about what we are 
trying to accomplish. 
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So you are correct, that that bucket of things includes both out- 
patient and inpatient care that you normally think of as, you know, 
the purchased care stuff, whether we do. It also includes our nurs- 
ing home care, our State home care, home care, CHAMPVA, those 
list of things are there, and I am happy to get you the detailed list 
of those and the breakout financially of what is in — being spent in 
each of those buckets. 

Ms. Kuster. And is it your proposal going forward that we would 
consolidate all of those into one program that we on Capitol Hill 
refer to as Choice, but it could also be referred to as community? 

Dr. Tuchschmidt. So we have all these programs, and then we 
also have, as the Secretary said, seven different ways of acquiring 
those services through sharing agreements, through contracts, PCS, 
ARCH, all these things. I think our proposal — and we really want 
to sit down with the staff and jointly hammer out what a future 
state might look like. I think that the Choice program is a good 
program. I think that if we can figure out how to make that model 
work across all of these community care benefits so that we have 
a more unified and structured way where we have one billing sys- 
tem, one way to authorize the care, one way to get information 
back, the same kinds of providers that can provide those services, 
then I think we would be much better off because we could actually 
explain it, not only to other people but to ourselves. 

Ms. Kuster. And then let me understand when that was consoli- 
dated under the Choice Act to a central — presumably here in 
Washington, or is it located somewhere else? 

Dr. Tuchschmidt. Well, the CBO — it is — the chief business offi- 
cer is here, but we have pieces of that office in Atlanta and Denver 
and 

Secretary McDonald. Austin. 

Dr. Tuchschmidt. Austin. 

Ms. Kuster. So when that was consolidated, it sounds like there 
was an unintended consequence or inadvertent result in that you 
no longer had the information that is very regional. I know in our 
area, these are individual decisions. And as the Secretary men- 
tioned, the reimbursement rate, whether a particular clinic, a par- 
ticular nursing home, a particular home care program is going to 
accept this rate, enter into a contract, have we — is it fair to say 
that — and it is inadvertent, but Congress wrote it that way 

Dr. Tuchschmidt. I think you hit the nail right on the head. 

Ms. Kuster. Is it fair to say that that has created a problem? 

Dr. Tuchschmidt. I think you hit the nail on the head. So I 
think that these programs typically — well, most of the outpatient 
care, the big bulk of it, the nursing home care. State homes, all 
that stuff was managed locally by a medical center. They had a 
budget for it. They had the clunky information systems that we 
had, but they kind of were able to keep track on it. 

And when we centralized that, maybe we should have antici- 
pated some of the problems, but we didn’t, and I think that we lost 
a lot of intelligence about the obligations that were being made 
and, you know, because you have the authorizations in one system 
and you have the obligations in a different system and at a time, 
quite frankly, when we have unprecedented volume of care that we 
are buying in the community. 
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So maybe we should have anticipated those things, but I think 
it was an unintended consequence, and we did not expect this to 
happen. 

Ms. Kuster. So — and I appreciate your candor, and this is some- 
thing that we also have to own on our side of the table, having 
drafted the legislation that way. I think we were probably antici- 
pating a better data system, which, clearly, we have a problem 
with, but this is not unique to the VA that the Federal Government 
make authorizations and obligations and then ends up having to 
pay the piper, so our balance here as members of this committee 
is meeting the needs of the VA and the veterans all across our dis- 
tricts in every corner, from El Paso to Pittsburgh, my northernmost 
town in New Hampshire on the Canadian border. 

But the question becomes, going forward, how do we reintegrate 
that vital local information? And my time is well up. I apologize, 
Mr. Chair. I apologize. I was watching his clock, and I thought I 
was on the way down. I was on the way back up. Excuse me. 

The Chairman. Did you have — was there a question that needed 
to be answered? 

Ms. Kuster. I didn’t get it. 

Secretary McDonald. Mr. Chairman, I think the answer is we 
are going to work with you to develop that legislation that inte- 
grates all the different ways of community care. 

The Chairman. Ms. Brown has a statement. 

Ms. Brown. Yes, I just want a followup to that question because 
once we pass the Choice, and we move how we — we had the ac- 
count on the system, you all caught the problem because when you 
all reviewed it, and you were looking at the requisitions that were 
coming in, it wasn’t adding up, and so that is when you all went 
in and did an individual audit. Can you explain that? 

Dr. Tuchschmidt. Yes. That is exactly correct. So back when the 
first quarter ended, we were — it was clear that we had about a 40- 
something-percent increase in the authorizations, but we were on 
plan with our $7.6 billion expenditures for purchased care in the 
community. 

When we sat down and said somehow this doesn’t make sense, 
I could think of a lot of reasons why it might actually make sense, 
but we didn’t really know, and we felt like we needed to look at 
this. So we did in January and February look at that. It took us 
a while to understand exactly what the problem was going through 
the system, and then once we did that, we had to sit down and rec- 
oncile millions of authorizations by hand to understand the mag- 
nitude of the problem. And it wasn’t until really late April that we 
understood that, the magnitude of that problem. 

We put a plan together, which we thought was going to resolve 
the situation. And as I said, the pillars of that plan started getting 
pulled out kind of from underneath us, and it wasn’t really until 
May, the middle of May when we said: Look, the plan is not viable, 
and we don’t really know how to fix this problem without driving 
more of the care really through Choice and accessing Choice dollars 
for their intended purpose, which is to buy care in the community. 

Ms. Brown. Thank you. 

The Chairman. I do think it is important to note that just prior 
to folks finding out that this was an issue, we swept 150 
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Ms. Brown. Is that you? 

The Chairman. No, but somebody has got a cell phone on that 
needs to be turned off. 

We got $150 million that we swept out of the VA to give to Den- 
ver. Is that correct? 

Secretary McDonald. I believe so. I don’t know for sure. 

The Chairman. So you knew that there was a shortfall coming, 
but you thought it was critical that you go take 150 million and 
give to Denver rather than allocate it to the problem. 

Secretary McDonald. Mr. Chairman, I wouldn’t have sequenced 
it that way. I think the action on Denver predated this under- 
standing that was discussed. I mean, please understand that every 
tool was being pulled out of the toolbox to do away with this, even 
to the point where we had medical center directors voluntarily re- 
ducing their salary budgets, their compensation budgets. We had 
employees willing to give up their compensation in order to meet 
this need of veterans in the community. 

The Chairman. Maybe some bonuses, too. 

Ms. Walorski. 

Ms. Walorski. Thank you, Mr. Chairman. 

Mr. Secretary, good to see you. Thanks for being here today. You 
know, the problem that I don’t understand with this, this is what 
I don’t get, is that this — it seems like it keeps coming back to this 
issue of perception. You know, you come today, you talk — you have 
all your stats. You have your tables and your ^aphs and those 
kinds of things. And we, over here, we want solutions just as badly 
as everybody does because we are fighting for veterans in our dis- 
trict, and we are fighting in a bipartisan manner, and we are doing 
everything that we can do legally through a legislative process. 

But what we have been up to since you were here last is multiple 
hearings that go on every other day in this place. We have looked 
at the continued whistleblower retaliation, continued procurement 
failures, systematic failures in management in Philadelphia and 
Oakland, Denver cost overruns, purchase card programs waste, 
fraud, and abuse. And I have been involved, and every time your 
IT chief has been here, and we have talked about this as well as 
earlier, you know, getting answers from the IT department: Do you 
need any money to upgrade what you have? No, ma’am, no, we 
don’t. Do you have what you need and what you have needed to 
keep up with? Yes, we do. Do you have a, you know, domain issue 
that has been encrypted? No, we don’t. 

And so that is what we have been up to, and that is what the 
American people have been up to is we have been sitting here ask- 
ing questions since the last time we met personally in a body like 
this, and I think the issue of trust and this issue of verify becomes 
dominant in my mind because my fear is that, you know, I love the 
issue of flexibility. You know, I sit with another Member, I have 
a — I am on the Armed Services Committee. We did that with the 
DoD. They need to be able move funds. We understood that. But 
there was also a history that we could track that was very trans- 
parent, very open, and the American people saw it as well that 
there was a really verifiable need. My concern is back to some of 
the other points folks made is what is going to be the guarantee 
today when we leave here? And we are going to continue our pur- 
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suit of all this oversight of everything else that goes on in the VA 
that the American people hear about as well. And I sit here today 
shocked thinking, man, we just heard about this crisis. 

And is there anything other, number one, than the threat of 
shutting down medical facilities to take care of our veterans, is 
there anything else that can be done, number one? But number 
two, if this flexibility of funds is the answer, then where is the 
guarantee? Are we going to be looking for a marker that you can 
say, “Hey, in 6 months, here is what you are going to see, and I 
guarantee it, I put the power of my office behind it”? 

Secretary McDonald. I think that the only guarantee I can give 
you is, one, that we are putting the right leaders in place and that 
those leaders are leaders who are trustworthy, and we have to earn 
your trust. I think that is the strongest guarantee I can give you. 

Ms. Walorski. I understand, and I appreciate that, and with all 
due respect, I accept that as your answer. I guess the problem is 
this, that we have been at this longer than you have been at the 
table, and we are still celebrating the day you came and took 
this 

Secretary McDonald. And I apologize for everything that hap- 
pened before me. 

Ms. Walorski. And your confirmation was a year ago, and I 
think in some areas you have been incredibly helpful, but I guess 
my concern is this, that when we talk about being flexible and 
moving funds, and we don’t see — and you know, we are the eyes 
and the ears for a quarter of a million people, each of us, that is 
what we hear and see. And when we still get the information back, 
and we still sit here in hearings and don’t have the verification on 
1,300 people, whether they are probationary, whether they are full 
employees, we don’t see the shake, rattle, and rolling of your side, 
and those are the kinds of things that I want to see, you know. 

It wasn’t too long ago that veterans were dying because of intol- 
erable kinds of instances that were exposed here in this place 
through media of what was happening to our veterans. You know, 
I wanted to see people go to prison. There were people that died 
that will never be accounted for again, and the gross abnormalities 
that were happening at the hands of the administrators. And I 
would think that with the 1,300 people terminated, the FBI inves- 
tigations, and those kinds of things, that maybe we wouldn’t have 
as many hearings as we have had, but we still have instances of 
offenses against whistleblowers. IT issues that the American people 
just shake their head at, the billions of dollars spent, no reforms, 
nothing is working, and we still sit here today, and I feel bad. 

Secretary McDonald. I wouldn’t say nothing is working. A year 
ago, more than a year ago, we had virtually 300,000 people on wait 
lists. Today we have 7 million more completed appointments. We 
have wait times, on average, that are 

Ms. Walorski. And that is fine. I understand. 

Secretary McDonald [continuing]. 5 days for specialty, 4 days 
for primary care, 3 days for mental health. I defy you to find an- 
other medical system in the country that has that. I mean, we are 
here, and we are all for shining light on what we are doing because 
we think it makes us better, and we appreciate your partnership 
to do that, just like 
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Ms. Walorski. I understand, but 

Secretary McDonald [continuing]. You appreciate your 

Ms. Walorski. I don’t want to make light here today of the fact 
that this is an easy decision, and I don’t want the American people 
to think — in the State of Indiana where I live, $2.5 billion is more 
than real money. It is shocking money, and we toss that figure 
around out of a $168 billion budget like, oh, we are just asking for 
this little amount of money, but I am asking for a guarantee and 
for somebody someplace to be able to stand up and say, you know, 
never again on my watch, never again on the Secretary of Defense 
watch or anybody else’s or this President will we tolerate what has 
happened, and I want a guarantee that says, here is what history 
says, we are still having hearings on massive amount of issues. 
That is what history says. 

I want a guarantee going forward that this will stop, and I — the 
final question I have for you is when did the President know that 
there was a crisis in the VA? 

Secretary McDonald. I think the President has been working on 
a crisis in the VA for a long time. 

Ms. Walorski. When did the President know about this budget 
crisis? 

Secretary McDonald. Well, the first thing I — the first discussion 
I had with the President was the crisis that we have. 

Ms. Walorski. When did 

Secretary McDonald. And that is when he nominated 

Ms. Walorski. When did our President know about this hearing 
we are having today that we are $2.5 billion short? 

Secretary McDonald. I don’t remember. 

Ms. Walorski. Did you tell the President? 

Secretary McDonald. Pardon me? 

Ms. Walorski. Did you tell the President? 

Secretary McDonald. Oh, of course. I told chief of staff, sure. 

Ms. Walorski. When did you do that? In June? 

Secretary McDonald. I don’t remember. 

Ms. Walorski. May, when it started happening? Okay 

Secretary McDonald. I knew about the middle of May, so it was 
probably around that time. 

Ms. Walorski. I appreciate it. 

Thank you, Mr. Chairman. I yield back my time. 

The Chairman. I do have information, Mr. Secretary, that your 
office did provide to us regarding terminations, and I have 958 
were probationary terminations out of that number. 

Mr. O’Rourke. 

Mr. O’Rourke. Thank you, Mr. Chairman. 

Thank you, Mr. Secretary and Dr. Tuchschmidt, for your answers 
today, your testimony, and your service to the country. 

I had a townhall meeting this Saturday, and as with almost 
every townhall that I have, it was dominated by concerns about ac- 
cess to the VA, and primarily mental healthcare access, which 
seems to reflect your own recent rankings as of July 1. Out of 141 
mental healthcare systems within the VA, El Paso ranks 141st. We 
are dead last. 

One of the veterans who came up, wonderful young man, incred- 
ibly patient and polite, said that that Friday, the day before, he 
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had had a mental healthcare appointment that had been scheduled 
for some time at 9 a.m. At 7:30 a.m., he was called to inform him 
that his provider would not be available and that somebody would 
call him back to reschedule that appointment. No one called him 
back, so he came to the townhall to let me know. I immediately 
called Gail Graham, the new interim director, and she got him an 
appointment this week, so he is going to be seen. 

But I tell you that anecdote because even though we are ranked 
the worst in the country for access, you show us at about 17 days. 
When I asked the veterans in my community, we did a statistically 
valid survey of veterans in El Paso about access, with a margin of 
error under 4 percent, they tell me that it takes about 64 days, on 
average, to see someone. So I just want to register this note of con- 
cern, especially given the wait time scandal that we had last year 
that I don’t think VA statistics and reporting on wait times reflect 
what veterans actually experience. And when I ask veterans, as op- 
posed to the VA, I get a very different number, and so I just — I 
want to register that with you and I want to thank you for your 
commitment to turning the situation around in El Paso. It could 
not be a graver crisis. 

You know, Mr. Secretary, you said you worst nightmare is a vet- 
eran not being able to get access to healthcare because we haven’t 
provided flexibility. I think the worst nightmare for veterans, and 
they are currently experiencing that in El Paso, is that despite 
record funding, they are unable to get access to see somebody, and 
fully 34 percent of the veterans we surveyed could not see a pro- 
vider at all for mental healthcare access, whether it was 16 days, 
60 days, 34 percent could not get in at all. 

So I just want to make sure that we go back and look at those 
numbers and make sure that they reflect the reality as veterans 
are experiencing. 

Secretary McDonald. Yes, I would suggest we do that. Let’s get 
your numbers and our numbers together. 

Mr. O’Rourke. Great. 

Secretary McDonald. And understand the basis of your research 
and the basis of our numbers and see if we can sort through it. Ob- 
viously, we have work to do in El Paso. You and I and others have 
been working on that. We know that. 

Mr. O’Rourke. And we have submitted a proposal, a pilot project 
to you, and I thank you for reviewing it so quickly. Would love to 
work with you going forward to actually implement that or a better 
idea if you have got one, but we have been at the bottom of the 
barrel, and that translates into care deferred, care denied, suffering 
on the part of veterans and veteran suicides in my community. And 
I have met with too many families, surviving members of veteran 
suicides now. This cannot go on. 

So I don’t mean to be parochial, but I have got to, on behalf of 
the veterans I represent, tell you that we are in crisis right now, 
and we really need your help. So whether it is our plan that we 
propose to you or your plan, let’s turn this around. 

I would like you to talk about — I don’t disagree with your request 
for flexibility. I think it makes sense, and I don’t know that I would 
have a problem long term if I knew you were going to be the VA 
Secretary, you know, for the next 5 or 10 years to carry this out. 
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but in thinking about a policy and a set of rules that we lay down 
for future Secretaries and the VA to follow, going forward, how do 
we not create a moral hazard in the Aurora funding, in this $3 bil- 
lion shortfall, in future requests from the VA that whatever hap- 
pens at the VA and whatever additional resources are needed. Con- 
gress will provide them without necessarily getting accountability 
or safeguards going forward that we won’t need to plug additional 
gaps to the tune of billions of dollars? 

Secretary McDonald. We want to help with that. As we put to- 
gether this proposed legislation, we would like to put in the safe- 
guards and restrictions that we think would be necessary, regard- 
less of who is in office. We think that is certainly a part of it, and 
I said that in my prepared remarks. 

The thing also that we have got to work on is we have got to find 
a better way to predict what demand will be. You know, I talked 
earlier about the 34 percent of veterans who are accessing care and 
a 1 percentage point difference being another billion and a half dol- 
lars. I mean, it is just — we got to get a handle on that and we have 
got to work together on forecasting what that will be and building 
fiiat system because, remember, as I said 2014, the crisis was be- 
cause of the Vietnam era veterans. It was not because of Iraq and 
Afghanistan. 

If we don’t get ready for Iraq and Afghanistan veterans today, we 
won’t be ready for them 20, 30, 40 years from now as they age. 

Mr. O’Rourke. And I would also like to ask you again to consider 
an idea, not my original idea. In fact, it was brought by a Somers 
family at a hearing we had on the survivors of veterans who had 
committed suicide because of lack of access or problems within the 
VA. And that suggestion on their part was as you are referring 
care out, and you said you had a 36-percent increase in community 
care last year, their suggestion, which I think holds a lot of sense, 
is, why not refer that care out that as comparable to what the civil- 
ian population would need? I use the example of diabetes, or you 
have the flu or dental care. And then for those signature disabil- 
ities and conditions related to service in combat, post-traumatic 
stress, traumatic brain injury, military sexual trauma, the VA 
truly becomes a center of intelligence for access, quality of care and 
outcomes. Any quick thoughts on that suggestion from the Somers 
family? 

Secretary McDonald. My only quick thought is that patients 
like to go through the same medical doctor, so if you have a pri- 
mary care physician, you want that primary care physician con- 
nected to the specialty physicians. 

One of the things I am trying to work, given we are doing com- 
munity care, is I am trying to improve the understanding of the 
military culture amongst private sector doctors. We have been 
working with Secretary Burwell on this and if — somehow we have 
got to do that because the primary care physician in the private 
sector has to ask the person, you know, “have you served,” “have 
you been in the military,” because there is a different culture and 
a different set of questions that need to be asked if they have, so 
we are working on that. 

Dr. Tuchschmidt. And I think we agree with your position, actu- 
ally. I am not — I think coordination of care issue says we need to 
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provide as much of the services as we can, but there are some 
things, mental health is one of them, that you cannot readily go out 
and buy in a community. 

Mr. O’Rourke. Right. 

Dr. Tuchschmidt. And we have to be the center of excellence. 
We have to be able to provide the infrastructure to support those 
services for veterans. 

Mr. O’Rourke. Great. I would like to use this basis of agreement 
to actually prototype this in El Paso, if possible, somewhere in the 
country so we can see if this actually works. 

With that, I yield back to the chair. 

The Chairman. Why El Paso? 

Mr. O’Rourke. I don’t know. It just comes the mind. 

The Chairman. I want to wish a very happy birthday to Dr. Roe 
who is now recognized for his 5 minutes. 

Dr. Roe. Thank you, Mr. Chairman. 

And a couple of things, obviously, Mr. Secretary, you are here for 
the same reasons we are here, that is to provide the highest quality 
care for veterans that we can provide in this country and as they 
have earned. 

I think one of the frustrations that I have had on this committee 
is that where he have — as a committee, I have been here 6 and a 
half years and we keep providing more and more and more and 
more money, and then we have the VA come back for more money. 
And we see things like the building in Aurora, we beat that horse 
to death, moves that cost hundreds of thousands of dollars. 

I mean, I think of a billion dollars that was wasted in Aurora 
that could have provided VA veterans healthcare. It was — I don’t 
know where it went. We had a failed system between DoD and VA 
that spent a billion dollars trying to get — that was way before you 
got here — to try to integrate two healthcare records. Vanished, the 
money is gone. That is the waste that I see, and no way on this 
Earth will you have allowed that to happen at your shop when you 
were — and no way would I have allowed that to happen when I was 
the mayor of a local city, Johnson City, Tennessee, where I was, 
or in my own practice. I couldn’t have survived doing that. 

And what has happened is, is that both sides of the aisle want 
to provide for the care, and we feel like we are caught in this trap. 
And the chairman mentioned bonuses. All these other things that 
we see, when we go back out and go home and talk to our veterans, 
and to Mr. O’Rourke’s point, I have got to tell you, in Johnson City, 
Tennessee, these numbers at the Mountain Home VA hospital — 
and they do a fine job. And as a matter of fact, we get — I get vet- 
erans all the time that tell me how much they appreciate the care 
they get there, but there is no way on this Earth that the primary 
care is 4 days and that mental health is 3 days and the specialty 
care is 5 days. I don’t know where that information came from. It 
doesn’t exist at our shop, I can tell you. 

And Mr. O’Rourke, I think just pointed — not to beat a dead 
horse, but I don’t know where that came from, but that is a fairy 
tale where I live. 

Secretary McDonald. I would love to get the information from 
you as to the veteran, the name, the date, you know, where that — 
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where you believe that that is not true because we really do need 
to make sure that our data is — has integrity 

Dr. Roe. That 

Secretary McDonald. And the only way that we can solve that 
problem is if we work together to make sure we have the right 
data, but we can’t — you know, anecdotes are helpful, but we really 
needs names and dates and so we can really dig into it. 

Dr. Roe. I can 

Secretary McDonald. And I would love to do that. 

Dr. Roe. I have got a big long thick stack of names and dates 
of people that can’t get in this — in this number. And that is — I 
think that is amazing that you could — if this is true. I certainly 
couldn’t do this in my own private practice, I can tell you that. I 
couldn’t meet that criteria, an average clinic appointment, 4 days 
or 5 days. Most doctors are booked up for weeks ahead or at least 
a month ahead, so anyway, enough on that. 

The other thing I wanted to bring up, and I think the Choice pro- 
gram, as I understand it, as we envisioned it, was to help get rid 
of the backlog, not the VA care that is going on currently but was 
to eliminate the backlog. If that program is going to continue, and 
it is sunsetted, then I think you are absolutely right. There ought 
to be one system of taking a veteran from the VA to outsource care. 
I don’t think there ought to be three or four ways you have to fig- 
ure out how to do it. It ought to be easy. 

And I talked to several veterans, and I would be delighted to let 
you talk to one of the Veterans Service Officers in Hawkins Coun- 
ty, Tennessee, that cannot make sense of the Choice program to 
this day. His comment was it is a joke. I put that in the record, 
his letter to us, and he certainly doesn’t mind using his name. 

The other issue, I think, that disturbed me was when the Vet- 
erans Choice Program came out, the first $500 million that was 
spent — and we had a hearing on that — 300 million of it was admin- 
istration. And I don’t think — I don’t understand that. I don’t under- 
stand why 60 percent of the money went to the bureaucracy and 
$200 million of it actually went to get veterans in to see me as a 
doctor. And maybe that was a need. I don’t know, but that just 
seemed a little excessive to me. 

Secretary McDonald. Well, that was the amount that was re- 
quired to set up the network. Nevertheless, you know, we are try- 
ing to maximize the use of that network as much as we can to pro- 
vide more care to veterans. 

Dr. Roe. I think the other thing I would look into, and certainly 
the flexibility has been talked about. You need — any CEO needs 
that to operate their shop. I agree with that. 

The other thing that I have — just want to comment in the last 
few seconds I have is that the morale certainly at VA hospitals, if 
you talk to the staff, is down now. Those folks feel beat down, and 
I think there needs to be an evaluation of the morale of the physi- 
cians and so forth. 

The other thing I am going to do is bring a bill up very soon as 
a trial process, and a lot of people have done this. When you go to 
your doctor anymore, not only does the assistant come into the 
room but another person shows up, and that person is a scribe, and 
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because of electronic health records, a lot of doctors now use a 
scribe to enter the data so that they can see more patients. 

I would like to do a pilot program in the VA of four, five, six, you 
pick it, and let scribes come in and see if the physicians that are 
there — or the providers — are not more productive. I guarantee you 
they will be if you do that. I have my friends who work at the VA 
tell me they could see 25, 30 percent more people. 

Mr. Chairman, I am sorry I am over. 

Secretary McDonald. This is a big issue that you raise about the 
scribe. We are piloting a program with scribes. It is uneven right 
now, but we are in the process of systematizing. Morale also is a 
big issue. As I have said earlier, we have 91 percent of our medical 
centers with new medical center directors, new leadership teams. 
We had a lot of people leave for various reasons, and morale is a 
big issue. 

And VA people, a third of which who are veterans, don’t want to 
be called out as somehow different and failing to perform. They 
really care about veterans, and they are working hard every single 
day. 

Dr. Roe. I yield back, Mr. Chairman. 

The Chairman. Thank you. 

Miss Rice, you are recognized. 

Ms Rice. Thank you, Mr. Chairman. 

Mr. Secretary, I just want to make sure I heard you correctly. 
You said you found out about the extent of the — or the shortfall in 
May? 

Secretary McDonald. Yes, that is what I said. 

Ms Rice. So I believe that we were given information, this com- 
mittee was given information that the shortfall was actually discov- 
ered as far back as either February or actually, actually, I think 
it goes back to even December. Can you explain that discrepancy? 

Secretary McDonald. No, I can’t. I haven’t heard that. 

Dr. Tuchschmidt. Well, I don’t think we knew that there was 
a shortfall. I think that what we knew in February was that there 
was a difference between the increase in authorizations that were 
up substantially and the obligations for that care, which were on 
plan. 

So all the data we had in February actually suggested that finan- 
cially we were on path to — for our 7.6 billion estimated expendi- 
tures for the year. We questioned that, that data, right. I mean, so 
it doesn’t make sense, why would you have 40 percent more au- 
thorizations, but the obligation rate isn’t up? So that is what we 
knew in February, and it was at that time that we actually sat 
down and said: We have got to figure this out. Maybe there is a 
good explanation and it all makes sense, but maybe it doesn’t. 

And it wasn’t really until April that we understood the problem 
and the magnitude of that problem. 

Ms Rice. So that just sounds like semantics to me. 

Dr. Tuchschmidt. In what way? 

Ms Rice. You knew about a shortfall. You just didn’t want to say 
those — it sounds like you just don’t want to say that word. 

Secretary McDonald. No, I think it gets to, do you have a solu- 
tion? I think what we said is we thought we had a solution until 
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about the middle of May, and that solution fell apart as we tended 
to work the different options for that solution. 

Ms Rice. Okay. So 

Secretary McDonald. We said that earlier in the hearing. 

Ms Rice. Mr. Secretary, so if you can put it in 30 words or less, 
the reason for the shortfall, the — tell me, hep C, give me an idea 
concisely. 

Secretary McDonald. Well, the easiest description is more vet- 
erans are coming for care, 7 million more appointments than a year 
ago. 

Ms Rice. So that is the reason. 

Secretary McDonald. That is the reason. 

Ms Rice. So I kind of feel like this is — maybe you agree, Mr. 
Chairman, I don’t know. Groundhog Day. I feel like, once again, 
this committee is sitting here with members of the VA, whether it 
is you or Sloan Gibson or anyone else talking about a crisis in the 
VA, right, that is a recurring theme, another request for yet more 
money and — and the most disturbing point to me is a complete and 
utter lack of accountability. 

Secretary McDonald. I don’t agree with you, obviously, and re- 
member, this money is already appropriated. We are not asking 
you to appropriate new money. What we are asking you to do is 
use money that has already been appropriated for the Choice pro- 
gram for care in the community to be spent for care in the commu- 
nity. That is what we are asking. 

Ms Rice. And how are you going to pay 

Secretary McDonald. It is already appropriated. 

Ms Rice. Then how are you going to pay for care in the commu- 
nity next year? 

Secretary McDonald. Well, what we are asking for is a part of 
the Choice budget. What we have talked about is let’s put together 
an integrated way of doing care in the community. One budget, one 
way to do it, not the seven that we have today that members of 
the committee have already said, veterans don’t understand, mem- 
bers of the committee don’t understand, and our employees have 
trouble actually executing. 

Ms Rice. So where is the accountability, I guess, is what I am 
asking for. There is no part of this shortfall that is related to mis- 
use of funds or potential fraud or anything like that? 

Secretary McDonald. There has been no misuse of funds or 
fraud in this regard. 

Ms Rice. Have you done an audit? Have you had someone maybe 
externally do an audit? Just yes or no. 

Dr. Tuchschmidt. We have done an internal reconciliation of 
these, but 

Ms Rice. No. So is that a yes or a no? 

Dr. Tuchschmidt. We have not had an external audit. 

Ms Rice. Okay. Well, you think that might be a good idea, yes 
or no? 

Dr. Tuchschmidt. No, I am not sure it is necessary, but I think 
that we have 40 percent more authorizations for care in the com- 
munity. You asked us to make sure that no veteran was waiting 
more than 30 days for care. We have done that. That is exactly 
what we are trying to do. 
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Ms Rice. Okay. What I think is disgraceful, just because I have 
about 20 seconds left. 

Dr. Tuchschmidt. Yes. 

Ms Rice. Is for you to insinuate that by not giving money, no one 
on this committee cares about veterans. 

Dr. Tuchschmidt. I think you 

Ms Rice. Hold on a second. I am so sick and tired of that insinu- 
ation. 

And I yield back my time. Thank you, Mr. Chairman. 

The Chairman. Thank you. 

Secretary McDonald. Just to clear, we didn’t insinuate that. We 
think you all care for veterans dramatically. 

What we are faced with is you pass the laws to give veterans 
benefits; you pass the budget to pay for those benefits; and we have 
got to execute that. When there is a mismatch between those laws 
and that budget, it is a very difficult proposition. 

I get letters from all of you every single day trying to give more 
benefits to more veterans, and I am all for it, but we have got to 
have the money to do it. 

The Chairman. I think the law also says that a Secretary must 
manage within available resources. 

Secretary McDonald. That is why we are here. 

The Chairman. But the Choice Act is not a resource that is 
available to you at this point. 

Mr. Coffman. 

Mr. Coffman. Thank you, Mr. Chairman. 

Mr. Secretary, thank you for your service in the United States 
Army. 

Secretary McDonald. Thank you, sir. 

Mr. Coffman. Although I think that the President — I like to 
think the President chose you in recognition of your experience in 
Proctor & Gamble, and we had, in this committee, I think, my 
predecessor on the Oversight Subcommittee had requested a GAO 
study of major construction projects. And that study was done and 
published in April of 2013, and it said at that time that there were 
four ongoing projects, one in Las Vegas, one in Orlando, one in 
New Orleans, and one in Aurora Colorado — it listed as Denver — 
that they were — that they averaged $366 million over budget and 
that they were each, on average, was about 3 years behind sched- 
ule, so we clearly knew that there was a big problem. 

Now, if you, in Proctor & Gamble, were to step in and you had 
a department that was that dysfunctional, you would have fired the 
management team, straightened it out, and spun it off. And when 
I look at the VA, that your core competency is really benefits to 
veterans is obviously healthcare being a very significant part of 
that, construction management is not a core of the mission. And I 
would love it if you would reexamine extricating the VA from being 
involved in major construction management projects. 

I know we will have legislation today that will reduce the 
amount — I have talked to Sloan Gibson about this on numerous oc- 
casions. I think he was at the $250 million figure, projects above 
$250 million would be outsourced to the GSA or Army Corps of En- 
gineers. I think we have legislation today, $100 million. 
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One of the problems we have in the legislation today is that the 
Denver construction administrative investigation board was sup- 
posed to be finished with their work in June. It will not be done 
in June, may be done in September, but I just think that it is a 
real concern. And we held a — the subcommittee — Oversight and In- 
vestigations Subcommittee — held an investigative hearing in Den- 
ver on the Aurora projects at our State capital. I think it was last 
year. The chairman was there. Mr. Lamborn was there, and Mr. 
Hagstrom was in charge of construction at that time, and stuck to 
this $604 million fi^re, that the project could be built for $604 
million. Lost it in litigation late in 2014 on every single count that 
this was a plan over a billion dollars that could not be built for 
$604 million. 

The Army Corps of Engineers is in the process of taking over the 
project, but we are talking about a shortfall today, and we are also 
talking about a half-finished hospital, hopefully a little over a half- 
finished hospital right now, that will cost another $625 million, I 
believe, is the figure, which is more than its initial projected 
amount to finish the hospital. 

And so I would just really ask you, I mean, as a veteran, that 
it is just not the core competency of your organization, and to focus 
on healthcare, focus on benefits, and to leave, as many other agen- 
cies of the Federal Government do, these major construction 
projects to others, I would love your response. 

Secretary McDonald. Well, Congressman Coffman, as you know, 
we agree, in part, with you. I think, as you indicated, the only dif- 
ference between your point of view and ours is what that right 
level is, if it is 250 or 100. But I do want you to know that we have 
taken a lot of steps to improve our construction process. We are 
doing integrated master planning now. We are requiring that major 
construction has at least 35 percent plans design made prior to cost 
and schedule information, that we are doing the very deliberate re- 
quirements control process, that we are instituting a project review 
board, that we are using a project management planning system, 
that we are establishing a VA activation office. 

I could go on, but all of these things are best practices that come 
from the private sector. At the same time, we also have met repeat- 
edly with the Association of General Contractors. They had boy- 
cotted VA. We met with them, the Deputy Secretary Gibson and I 
did. We took them through all the changes that we are making to 
our process, and we asked them their point of view if we are miss- 
ing anything, and they are helping us redesign. 

So wherever we end up with the legislation, what I can assure 
you is, we are now operating against the new and improved proc- 
ess, and what happened in Denver, which is really regrettable, was 
awful, should never have happened, will not happen again. 

Mr. Coffman. Mr. Turner, we have gone through these cycles be- 
fore where VA was going to try and reinvent itself in terms of con- 
struction management, wound up in the same position. I think a 
$100 million ceiling will be a $300 million ceiling when cost over- 
runs are done. I just don’t have confidence that the culture is going 
to change. 

And, with that, I yield back. 

The Chairman. Thank you. 
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Ms. Brown. 

Ms. Brown. I just want to be quick, but as we move forward 
with this construction discussion, when you say general service or 
even Army Corps of Engineers, I think you have got to have some 
of the input — and I know no one likes the word “czar,” but we have 
got to have someone because even when I look at the Army Corps 
of Engineers, I know what happened with Katrina and that project, 
so we need accountability. I don’t care what agency is handling it. 

I yield back. 

The Chairman. Mr. Takano. 

Mr. Takano. Thank you, Mr. Chairman. 

Mr. Secretary, you are introducing, in my view, a new way of 
talking about contract care with non-VA providers, providers that 
are not salaried within the VA. Is that correct? 

Secretary McDonald. Yes, sir. 

Mr. Takano. So you are calling this care in the community, and 
I think, on a bipartisan basis, we are encouraging the VA to co- 
operate more with what you refer to as the community, or non-VA 
providers, and I think you are trying to change the culture of the 
VA so that there is not this enmity toward — that there is not — it 
is not a conspiracy to disappear the VA. That is kind of what I am 
reading. 

Secretary McDonald. That is why we changed the name of care 
in the community from non-VA care to care in the community be- 
cause we in the VA own that care, even though it is in the commu- 
nity. 

Mr. Takano. And relative to that, I have seen others within VA 
health testifying before this committee, the concern, since you do 
own the care and you are ultimately responsible for it, there needs 
to be ways in which the contractor, the contract providers are also 
accountable, that that care is accountable. 

And I have raised a number of times this issue with interoper- 
ability of health records. Now, you have centralized the billing and 
payment operations from the regional areas, and you are saying in 
your testimony what I have heard is that that centralization was — 
had a lot to do with driving the shortfall, the misunderstanding 
that arose from what you knew from the regional billing to the cen- 
tralized billing. Is that — is that somewhat accurate? 

Secretary McDonald. The requirement in the Choice Act to cen- 
tralize the accounting and billing and administration of the Choice 
Act helped make it more obscure for us to figure out what was 
going on. 

Mr. Takano. So that was — so when you, in February, were — you 
were seeing a discrepancy between the authorizations and the pay- 
outs, you weren’t able to figure that out, this centralization ob- 
scured — was obscuring a clear understanding of what your cash po- 
sition was. 

Secretary McDonald. Yes, sir. It was a new practice. 

Mr. Takano. My concern is, is there any feeling that the central- 
ized authorization has resulted in inappropriate authorizations? 
Because my concern is that the regional offices have problems with 
records that were paper records being passed back and forth, and 
there was complaints that even registered mail wasn’t being ac- 
knowledged, and I envisioned, you know, stacks and stacks of 



37 


records that had to he scanned in, and there were delays in pay- 
ments to doctors because of that. 

Mr. Takano. Has the centralization improved that situation at 
all? 

Secretary McDonald. So far, from what we know, the centraliza- 
tion, not just of the Choice Act, but across the payment function 
of VA, has actually accelerated our ability to pay bills and that 

Mr. Takano. It has accelerated it, but you are not worried about 
the acceleration, the rise in authorizations is authorizations that 
were authorized that shouldn’t have been? I mean, the account- 
ability in the system is still sound? 

Secretary McDonald. No. In fact, no, if anything centralization 
usually leads to better security. That is my experience. 

Dr. Tuchschmidt. The care is still determined at a local facility 
level. A clinician seeing a patient decides the patient needs some- 
thing, puts in that request, and the authorization is entered at a 
local level by the business office people at that facility into the sys- 
tem, and the medical record information is transmitted to the third 
party administrator. 

Mr. Takano. So there is a great deal of umbrage about this sur- 
prise, what is information that we have to act on rather imme- 
diately. But the overall narrative that I am getting, though, is that 
more money is being pushed out the door appropriately, meaning 
more veterans are being served, more veterans are finding out 
about the superior service, meaning that — ^you used the example of 
the knee replacement. There is no copay, and copays under Medi- 
care are significant. 

So it means it is a rational decision that a lot of veterans who 
qualify for both programs are choosing to come to the VA. That ac- 
counts for — can you give me that number again, the increase in the 
number of people coming to the VA that you had before? 

Secretary McDonald. It is over 2 million. But what we are talk- 
ing about is 7 million more appointments in the last year 
versus 

Mr. Takano. I was looking at the increase. 

Secretary McDonald. Yes. Seven million more appointments, 4.5 
million out in community care, 2.5 million in VA care. 

Mr. Takano. Well, and this was obscured by the — part of it was 
obscured by the change in the Choice Act and how you did the ac- 
counting. Well, I don’t like these short notices, but we have to act 
quickly. And the important thing is we serve the veterans, and the 
good news is that we are serving more and more veterans, and let’s 
keep doing it. 

The Chairman. Dr. Wenstrup. 

Dr. Wenstrup. Thank you, Mr. Chairman. 

I want to thank you gentlemen both for being here. 

You spoke today about the increase in productivity, and I think 
that the number you said, every 1 percent of increase is $1.4 bil- 
lion? Was that the number I got? 

Secretary McDonald. I am sorry. I may have confused you. Basi- 
cally veterans are getting 34 percent of their care from the VA. Any 
increase of 1 percentage point of that leads to a $1.5 billion in- 
crease in budget need. That is different than an increase in produc- 
tivity. 
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Dr. Wenstrup. Okay. But on that vein also with the increase in 
productivity, the VA is different than a private practice, right, be- 
cause when you increase your productivity, that is not money com- 
ing in, that is money going out in most cases. There may be some 
silos there. Whereas on the flip side, in private practice, you in- 
crease your productivity, you got more coming in. And I think that 
is the reality that we all have to face in this situation. We asked 
for more productivity. 

One question I have is that amount of productivity, that in- 
crease, within the same amount of hours, if you will, in other 
words, if I increase my productivity because I work Saturdays and 
Sundays, that is a little different than did I increase my produc- 
tivity during the same amount of time. 

Secretary McDonald. Right. And also what we looked at was 
productivity, disregarding how many more physicians we brought 
in. But as we shared, the first chart we shared was on the 8.5 per- 
cent increase in productivity. Jim can drill down on this more. 

Dr. Tuchschmidt. Yes. So we have done it, I think increased 
productivity, in a number of ways. And so one of them is what you 
suggested, in that we have evening clinics, we have had weekend 
clinics. And particularly those evening clinics have been very pop- 
ular with younger female veterans in particular. 

Dr. Wenstrup. Well, one of the things I think we really need to 
focus, though, and, again, this is the comparison of private practice 
to the VA, is how do we increase the productivity within the same 
amount of time. And we have talked about poor set-ups within a 
clinic, you have one room when you need four, those types of 
things. 

So the increase in productivity has to be looked at realistically 
as well. These are good things to add, but if we are not getting the 
caregivers more productive in the same amount of time, then we 
are hurting ourselves. 

Dr. Tuchschmidt. And we are. So I think it is a little bit of both, 
right? I think it is a little bit of increasing productivity during their 
kind of normal hours, as well as using extended hours. And I think 
that one of our biggest hurdles to improving access to care is the 
physical plant infrastructure that we have. And if we can use that 
physical plant infrastructure more efficiently by having extended 
hours, having weekend hours, then everybody benefits from that. 

Dr. Wenstrup. Yes. I know I had a little frustration when I first 
came here, and this is before Phoenix broke and everything else, 
where I went to the former Secretary and said: I will go into clinics 
with you, as a doctor, I will go into the OR with you and tell you 
why you are not productive, why you are not getting more out of 
your caregivers. And I think we still need to do that. We have got 
doctors on this committee that I think would be willing to partake 
in that process. 

The other thing is we talked one time before about third party 
payments, when people come to the VA. I would love to see the VA 
be centers of excellence for things that our veterans wouldn’t want 
to go anywhere else and where people outside, that aren’t veterans 
would prefer to go to the VA because we are centers of excellence. 
But in that process, we do have veterans that come in and they 
have other insurance. 
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And I am not sure how this is really taking place, what percent- 
age you are actually capturing that can bring more money into the 
VA, but maybe we should turf that out to people that do claims like 
this all the time and take it out of the VA and let it be done and 
increase the revenue to the VA. 

These are productive things that we can do. And as we see more 
people wanting to go to the VA, and especially if they have other 
insurance, that is what we should do and be good at it. 

Dr. Tuchschmidt. So our collections are up substantially this 
year, but we are sitting down and revaluating a lot of our business 
office practices. And one of the things that we are looking at is 
whether that collections is something that should be outsourced. 

Dr. Wenstrup. And I would suggest we take bids from some out- 
side sources on what that would look like. 

The other thing, and we have talked about this before, is at some 
point we have got to be able to know what we spend per RVU, rel- 
ative value unit. And if we don’t know that, then we really don’t 
know what our cost is compared to when we pay somebody per 
RVU outside of the walls of the VA. 

I do agree with you on what you said, care in the community, I 
agree with that, rather than non-VA care, because if I was still in 
practice seeing veterans, I would like to say I am a VA provider, 
even if it is in my private practice. 

Dr. Tuchschmidt. And we have cost data per RVU. We should 
come over and discuss that with you. 

Dr. Wenstrup. I have been asking about it for several times. 

Dr. Tuchschmidt. I will make sure 

Dr. Wenstrup. Deputy Secretary Gibson said: We can’t do that. 
And I am talking about everything, I am not just talking what you 
are paying the doctor. I am talking about your physical plant, your 
staff, your supplies, everything involved, because that would be 
very important to this entire committee. 

Dr. Tuchschmidt. We will get you the information. 

Dr. Wenstrup. Yes. I think the Secretary would understand the 
cost of Pampers is not just the paper. 

Thank you both for being here. I appreciate it. 

The Chairman. Dr. Ruiz. 

Mr. Ruiz. Thank you to the chairman and ranking member for 
holding this hearing. 

When brave young men and women volunteer to serve in our 
Armed Forces, they swear to support and defend the Constitution 
of the United States against all enemies, foreign and domestic. 
These servicemembers make a promise to their country, to all of 
us, to keep us safe and protect our way of life. In recognition of 
that service, we promise to care for them when they return. So vet- 
erans have served and sacrificed to hold up their end of the bar- 
gain, and we must do whatever it takes to hold up our end. 

Many veterans in my district who are excluded from the strict 
requirements of the Choice Program are unable to receive care in 
the community for which they are statutorily authorized because 
the VA has already begun delaying elective care due to this budget 
shortfall. And as a physician, I can tell you that even if a condition 
arguably does not meet the VA’s urgent and emergent working 
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standard for authorizing non-Choice purchased care, it may feel 
painful and very urgent to the patient. 

Veterans being deprived of healthcare they have earned, whether 
due to unforeseen increases in cost or demand, budgetary mis- 
management at the VA, congressional dysfunction, or any other 
problem outside the veteran’s control is completely unacceptable, 
and it is absolutely critical that we stabilize the immediate prob- 
lem and resume serving veterans who need community care at full 
capacity, prevent any furloughs or facility closures, and reform 
whatever structural systems at the VA have failed. 

You are actively searching for new ways to be able to predict the 
future needs of veterans. This is a problem due to the success of 
having 7 million more appointments. But as a physician and public 
health expert, I understand that you really can’t predict to the tee 
the health needs of a growing population, of a system in transition 
that needs to take risk to identify best practices and understand 
that some of these practices may fail and therefore we may need 
to learn from those lessons in order to improve. 

And you mentioned before the term manage to budget, which is 
what this committee has done in the past. Now you are managing 
to the requirement. But I want to warn you that the one require- 
ment that you are managing to is only one of a larger piece and 
complex, because whether a veteran gets seen within 30 days is not 
the same whether they get the quality care, the respect that they 
need, and the efficiency of care when they are being seen. And, 
thankfully, in a lot of our VAs veterans rate their care very highly. 

So we need to manage to the veteran’s healthcare needs with ef- 
ficiency and to the point of measuring how much it costs to RVUs, 
that is the efficiency in this. And the percentage rate of cost due 
to — or the amount of cost due to an increase in 1 percent of VA 
care, that reflects on the efficiency of the VA. So I really want to 
stress those points. 

And my concern here is these claims that we are shutting down 
facilities, that it is not being — and the way it is being presented is 
that you are holding these VAs hostage because you are not getting 
your way. And that is absolutely, I know with the sentiment, not 
true. 

So can you, first question, can you explain more what is going 
on in Denver and how this is affecting the care of our veterans in 
receiving that care? 

And two, one of the concerns is that if you take, with this flexi- 
bility, which I think it is a great idea, if you take money from one 
pot that you already have for another, there is always going to be 
takeaways. So is this a surplus fund? What is the takeaway that 
is at risk here? 

Secretary McDonald. Well, the Choice Care Act itself that Con- 
gress approved was to provide care in the community for veterans. 
And there is a $10 billion appropriation that is to expire in 3 years. 

What we are talking about is care in the community largely. 
There is another half a billion dollars for hepatitis C drugs. So we 
would be using the money for what it was set aside for, which is 
care in the community. And in that way we are using the money 
for what it was set aside for, it is not a new appropriation. 
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Secondly, the issue you raised about Denver is, because we have 
inflexibility of moving money between accounts, the accounts that 
the money came from this fiscal year for Denver do not affect the 
healthcare of veterans in other locations. So in that sense Denver 
has no impact. 

Now, as I said in many prepared remarks, we have got to get 
Denver, the Denver medical complex, we have got to put that 
money in the 2016 budget, and I am concerned about that since the 
original House budget cut our construction by 50 percent. 

Mr. Ruiz. Okay. Thank you. 

Yield back. 

The Chairman. Mr. Costello. 

Mr. Costello. Thank you. 

I would certainly like to associate my comments with those of 
Congresswoman Rice and Congressman Ruiz in terms of some of 
the frustrations, at least what I am hearing in my district. And I 
just want to assure those veterans in Lebanon, Berks, Chester, and 
Montgomery Counties that I will work at 110 percent to make sure 
that there is no uninterrupted care for veterans out there. 

And I very confident in the leadership of this committee, with 
Chairman Miller and Ranking Minority Member Brown, that we 
are going to resolve this so that there is in no way a diminishment 
or any interruption in the care of veterans. 

But I do also want to focus on a couple things that are either in 
your written testimony or that I have learned that are very, very 
frustrating for me. And I want to start with the issue of technology. 
So I want to talk about technology and I want to talk about your 
use of the term “flexibility.” 

So in 2004 the VA received $475 million for their IT system. 
GAO report comes out and says that there is essentially nothing 
to show for it. In 2010, Congress was going to provide another $400 
million for another update, and the VA pulled the plug on that. 

Now, you weren’t around then, I wasn’t around then, but it is 
very clear that in the past the VA has identified the need for up- 
dated technological capacity, as well as Congress being willing to 
invest in that. 

Part, I feel, of your explanation in coming here with this request 
relates to the financial systems that are in place as being attrib- 
utable to why you have a budget shortfall. I think, I don’t want to 
put words into your mouth, but I believe that that is sort of what 
you have said in your testimony thus far. 

But on the issue of flexibility, you indicate, and I will just quote 
you on page 3: “Altogether, over 70 line items of the VA budget are 
inflexible. Freed up, they would help us give veterans the VA you 
envision and they deserve.” 

These 70 line items of the budget, are you talking about the en- 
tire $170-plus billion budget? And is that all the line items? 

Secretary McDonald. Yes. Basically what we are talking about 
is very simple. With the Choice Act, we have given the veteran the 
choice whether they get their care within the VA or outside the VA. 
Very simplistically, those two budgets cannot be commingled. So I 
have got to predict how that veteran makes that choice. 

Mr. Costello. Right. 
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Secretary McDonald. Or come back to you each week and 
say 

Mr. Costello. Well, I think Dr. Ruiz — I get where he is going. 
I mean, look, the need — you don’t always know what the medical 
need is going to be. So I understand there has to be flexibility with- 
in a budget in order to appropriately address the medical needs of 
a veteran. But I also feel that in a budget of $170-billion-plus, that 
if that is itemized amongst only 70 line items, I mean 70 line items 
for $170 billion really isn’t that many line items. 

And in terms of flexibility, the more money we just say, “Oh, 
here is the $700 billion, do what you would like with it,” the more 
we are going to, I fear, the more we get into the issue of $475 mil- 
lion disappearing into an IT budget or, “Oh, well, that didn’t really 
work out over there.” 

And so I don’t like the aspect of just shifting things around with- 
out there being accountability to Congress. I don’t think tax- 
payers — 

Secretary McDonald. We agree with you. We agree with you. If 
we are able to do this, we would work together on what are the 
restrictions and what are the budgets that should be potentially 
commingled. In the case where the aim of the budget is exactly the 
same, I would argue they should be commingled. 

Mr. Costello. Let me just, next question, related to that, and 
you are looking to use Choice money. I continue to hear that there 
is just a reluctance by many in the VA to sort of buy in, pardon 
the pun, to the Choice Program. And so Congress last session made 
a legislative determination that from a policy perspective the 
Choice Program was something that not only did we want to offer, 
but we wanted to encourage it through the allocation of dollars. 

Now I feel that because some in the VA either don’t like that pro- 
gram or feel that since there is money left over and it was popular 
at the time to institute that legislation, that we can take it out of 
the popular programs and shift it elsewhere. And, again, it gets 
back to the issue of accountability and transparency. 

And so while you use the term “flexibility,” and I understand 
why you need it in some instances, I also feel we could be painting 
a little bit too much of a broad brush here when we are using the 
term “flexibility” for budgeting purposes. And in doing so, we are 
going to lose the accountability that we need and we haven’t had 
and that, frankly, is the source of some of the problems that cause 
us to be here today. 

Secretary McDonald. We are very much in favor of care in the 
community, and as you would expect, then we are in favor of the 
Choice Program. So if you or any of your veterans are encountering 
VA employees who somehow suggest they are not in favor of that, 
we need to know about it, because that would be wrong. I mean, 
we are trying to create a culture where we don’t care where the 
veteran gets their care as long as they are getting great care. 

Mr. Costello. So flnal point here. As you are talking about a 
new IT system in order to better handle budgeting and planning, 
for my opinion, mismanagement can be very visible — and I am not 
suggesting you have mismanagement here — can be visible, and it 
can also be not visible. And I think on the IT side it is very easy 
to mismanage things through the years and not really have any 
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ability for those doing oversight to really know about it, because it 
is sort of on the planning side, it is behind the scenes. 

I think moving forward, as you are talking about, I presume, 
coming forward with what your needs are going to be, capital needs 
are going to be for a new IT system, it has to be thorough, it has 
to be comprehensive, and the ad hoc “we need a little bit money 
here and then we will need a little bit money the year after” isn’t 
going to work. I mean, I really think it needs to be a comprehen- 
sive plan so that we have some confidence that what you are pro- 
posing is going to solve problems and over the long term reduce 
costs, because from a management perspective, you are going to 
have more transparency and things are going to work more effi- 
cient. 

I will yield back. 

Secretary McDonald. Well, we agree with you, and we would 
love to have LaVerne Council, our new head of IT, come over and 
talk to you. The chairman has had the opportunity to meet her, 
and I think she is going to be terrific for us. She has experience 
as the head of IT for Johnson & Johnson and Dell. So we are tak- 
ing the best out of the private sector. 

The Chairman. Mr. McNerney. 

Mr. McNerney. Thank you, Mr. Chairman. 

Again, I want to thank you, Mr. Secretary, for your service both 
in the Army and as Secretary in this very complicated transition 
period. And we are hoping that it turns out well, and we are going 
to do our best to make sure that it does. 

My first question has to do with public-private partnerships. 
Under Secretary Gibson mentioned at a June 25 hearing that he 
and you had spoke about this, and that you are in favor. Can I ask 
you that question? Do you feel that the VA could benefit from pub- 
lic-private partnerships? 

Secretary McDonald. Yes, sir. One of the five strategies for our 
MyVA transformation of the VA is strategic partnerships. We have 
set up an Office of Strategic Partnerships. We have a leader of that 
office. Matt Collier. 

And yesterday when I was in Pittsburgh working at our medical 
center, there was a wonderful example. I met with the chancellor 
of the University of Pittsburgh, the dean of the medical school. We 
have a great partnership there between UPMC, which is a medical 
provider, with the university, and with the VA. This is a system 
Omar Bradley set up in 1946-1947 to ensure veterans get the very 
best care in the country, and it is a system that works today. 

So those partnerships are absolutely critical to us. 

Mr. McNerney. Thank you. 

Mr. Secretary, I have taken a look at this graph. You are famil- 
iar with it, the VA Care in the Community funding shortfall. It is 
kind of a straight line. If you divide 7.6 by 12 , you get 0.36 billion 
per month, you are totally over. Even in the very first few months, 
it is clear that you are going to miss the target. Why did it take 
so long, given this kind of information, or was this not available 
until just recently? 

Dr. Tuchschmidt. Yes. So actually we went back and recon- 
structed. So that represents our actual obligations. So what we 
were projecting early on was lower. The obligation data that we 
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had was understated early in the year. But that reflects our actual 
experience. 

Mr. McNerney. Well, how much of the 3 point billion dollar 
shortfall is due to underforecasting? 

Dr. Tuchschmidt. I don’t think it is underforecasting. I think we 
had anticipated that more of the care in the community would have 
gone through the Choice Program and been paid for out of Choice 
802 dollars that were appropriated for the program. 

That program, I am not going to sit here and tell you that it is 
working perfectly, because it is not. And it is a complex program 
that was — as it was structured it is — we have piggybacked on our 
PCS contract to get it done because no one else in the industry was 
interested in taking this on. And we have business processes that, 
quite frankly, need improvement, and we are working on those 
things. 

So I think that we had a Choice — we have a Choice Program that 
we, we and you, thought were going to get more care in the com- 
munity for veterans and make sure that veterans were not waiting 
over 30 days for care. We have not been able to get, and maybe 
some of it is cultural, but we have not been able to get the volume, 
the number of authorizations through that program that we had 
anticipated. That has not stopped us from trying to be faithful to 
the intention of Congress when it passed the Choice Act, which was 
no veteran should be waiting. 

So really what we are asking for is to be able to use funds that 
were appropriated for the purchase of care in the community 
through the Choice Program to pay for care that we purchased in 
the community, not through Choice, but through our normal mech- 
anisms, because we have oversubscribed those programs. 

Mr. McNerney. So how soon do you think that we could provide 
that flexibility? 

Secretary McDonald. Well, we are asking you to do it before you 
leave in August. So by the end of this month. 

Mr. McNerney. So it would require a bill to be passed and 
signed into law by the end of August — or by the end of July. 

Secretary McDonald. The money has been appropriated. So I 
am not an expert on what Congress does. So I yield to the chair- 
man on that. But, yes, I assume it is some kind of bill. 

The Chairman. We would have to authorize the transfer of those 
dollars out of a finite amount from the Choice Program. 

Mr. McNerney. Well, a painful question. Can you provide a list 
of the facilities that will be closed if you don’t get that money? Or 
how soon can you provide that list? 

Secretary McDonald. We have an entire plan together which we 
can share with you. 

Mr. McNerney. All right. 

Dr. Tuchschmidt. I would just say that when we run out of 
money, so we will move funds around between facilities as best we 
can. Medical services will be the first appropriation that runs out. 
It will affect essentially every facility in the country. 

Mr. McNerney. All right. Thank you, Mr. Chairman. 

The Chairman. Dr. Abraham. 

Dr. Abraham. Thank you, Mr. Chairman. 
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Let me, I guess, just start by saying the old adage in business: 
You can delegate authority but never responsibility. And, Mr. Sec- 
retary, I know you were CEO of a major firm before you came 
aboard, and I would just think that if you had come to the board 
of directors at the llth hour like Ms. Brown indicated, they too 
would be a little incredulous at the shortfall, the, I guess, lack of 
vision, so to speak. And we don’t want to disparage that. We under- 
stand that everybody in this room, certainly on this committee, 
yourself and everybody in this room has the veterans’ best interests 
at heart. And I do believe that. 

Let me hit it just from the hepatitis C, Doc. You and I both know 
it is a very insidious disease. It takes many years to get to a point. 
I was back in my district this weekend. I had three Vietnam vet- 
erans come up to me and said that they had yet to receive anything 
from the VA, because I understand that is in the pipeline. And I 
do understand that Harvoni and the other hepatitis C drug was 
only approved in 2013. 

But saying that, that still gives us about a year and three-quar- 
ters, 2 years to formulate plans, delegate how this medicine is 
going to be divvied up, so to speak, and it hasn’t been done yet. 
Can you give me some indication as to when our Vietnam veterans, 
our Iraqi, our Afghanistan veterans can expect some hard data as 
to, if they are at this point of the disease, they can get the treat- 
ment? 

Dr. Tuchschmidt. Yes. Of course those drugs were not approved 
by the FDA when we submitted our budget for fiscal year 2015. 

Dr. Abraham. I understand that. 

Dr. Tuchschmidt. But so we have a plan, we have had a plan 
all along for the treatment of hepatitis C. 

Dr. Abraham. When will it be implemented. Doc? I mean, when 
will the veteran, he or she, know that, hey, I can get treatment 
now? 

Dr. Tuchschmidt. Well, we have treated over 20,000 veterans 
this year for hepatitis C in the VA. 

Dr. Abraham. And are you basing that on liver biopsy results? 
How are you delegating which veteran gets treated and which vet- 
eran does not? 

Dr. Tuchschmidt. So you may be getting a little bit over my 
head in terms of hepatitis C. Our hepatologists are managing that. 
But we have a severity score based upon whether the veteran has 
advanced liver disease and 

Dr. Abraham. Well, I guess what I would ask, if you can’t an- 
swer, if you would just get me that information as how that deter- 
mination is made. There are blood tests. There are viral loads. 
There are liver biopsy results. I mean, I have treated hundreds if 
not thousands of hep C and hep B cases. But if you would just 
pledge to do that, I would appreciate it, so I can give it back to my 
people in my district. 

Dr. Tuchschmidt. I would be happy to get you the information. 

So we have treated over 20,000 veterans with hepatitis C today, 
and we continue to treat patients with advanced liver disease. And 
patients who can go out into the community have the Choice Pro- 
gram as an option to do that. 
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Dr. Abraham. And, Secretary, you said that of that $2.5 to $3 
billion that you are anticipating shortfall, that $500 million of that 
would be designated for hepatitis C treatment, for the treatment 
itself? 

Secretary McDonald. Yes, sir. 

Dr. Abraham. Okay. All right. 

I yield back, Mr. Chairman. 

The Chairman. Mr. Bilirakis. 

Mr. Bilirakis. Thank you, Mr. Chairman. 

And thank you, Mr. Secretary, for testifying today. 

Dr. Roe talked about the medical scribes. Elaborate on that pilot 
program. Because I know in the private sector these are great pri- 
vate sector solutions. And I know that the doctor will have more 
time with the — I mean, it has been proven in the private sector 
that the doctor will have more time with the patient. I had a town 
meeting, lasted 4 hours, a couple weeks ago, people were bringing 
that up. 

So you want the doctor to focus on medicine. Elaborate on that 
program, that pilot program. 

Secretary McDonald. Well, I have heard a lot of this. I have 
been to 195 different VA facilities, and every one I go to there is 
a different approach. But we are pretty consistent in the operation 
of a PACT team, which is a patient care team, a team of people 
working with a particular patient. 

On those teams today we don’t yet have a scribe. So I think what 
Jim was describing was let’s pilot the scribe so that everybody on 
that team can be working on the patient and not just entering in- 
formation into the medical record. 

Dr. Tuchschmidt. Yes. I didn’t come prepared today to really ex- 
pect this question. So I will have to take it for the record and get 
you information about where we are in terms of standing up a pilot 
program. 

Mr. Bilirakis. Okay. Thank you. 

Any other innovative medical solutions coming from the private 
sector that you have implemented in the last year? Do you have an 
advisory council set up of physicians possibly to work in the private 
sector to get these ideas to make it more efficient and productive? 

Secretary McDonald. Yes, we do. In fact, we have two — we 
have, believe it or not, we have about 20 — we have more than 25 
advisory councils, but we have two that I would like to tell you 
about. 

One is our special medical advisory council, which is the best 
medical minds, I think, some of the best medical minds in the 
country. It is chaired by — the chairman is John Perlin. John is the 
chairman of the American Hospital Association. He is also the chief 
medical officer of HCA. He is also a former under secretary of 
health. And they are providing tremendous leadership. 

On the MyVA work that we are doing, the transform VA, we 
have also set up an external advisory council. We have many doc- 
tors that are part of that, including Toby Cosgrove, who is the head 
of the Cleveland Clinic, Rich Carmona, who is a former surgeon 
general and also a veteran. 

But I have to tell you, one of the things they are bringing is they 
are not only bringing their innovations and their ideas, but they 
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are taking away our innovations. A couple of weeks ago we pub- 
lished an article that was picked up in medical journals, not broad- 
ly in the newspaper, about a new Monte Carlo simulation tech- 
nique we can use to predict suicide. 

This is a breakthrough. If we can validate this model of pre- 
dicting suicide, this will be a breakthrough for the VA, but it will 
also be a breakthrough for the American public. And a lot of what 
we have seen and you and I have talked about in the past has been 
innovations that actually start in the VA, part of our $1.8 billion 
of research spending that you appropriate and we appreciate it, 
that result in positive results for the American people. 

Here is a copy of the article, Mr. Chairman, if you would be will- 
ing, I would be happy to put it in the record, about this break- 
through. And we have more of these breakthroughs coming. 

Mr. Bilirakis. Very good. Sir, we need to get the word out on 
this Choice Program. A lot of people don’t know. I know you sent 
out a card. What else have you done to get the word out? And then 
I have another question with regard to access. 

Dr. Tuchschmidt. So we have mailed letters to everybody. We 
have mailed now I think three letters totally to everybody, first 
with their card and then follow-up. We have another flier that we 
have just developed. 

We have a Web site that we have just reengineered. So we have 
been doing surveys of veterans who use the Choice Program, ask- 
ing them what they think about the program. And one of the big- 
gest issues they have had is with the Web site and the availability 
of information. So we now have a redesigned Web site that is about 
to go live. It has a live chat on it so that the veteran, while they 
are looking, if they can’t find the information, they can click the 
chat button and talk to somebody right then and there. 

So we have really done a lot. We had a set of outbound phone 
calls to people initially who were actually waiting for care more 
than 30 days to contact them about the Choice Program. So we 
have tried to do a lot of outreach. 

Mr. Bilirakis. Sir, my constituents, sir, are having trouble get- 
ting access to the program. Describe for the benefit of the constitu- 
ents, our veterans, our heroes, describe the scenario. How would it 
work? They would call the VA for an appointment? Could you de- 
scribe a real-life scenario? 

Dr. Tuchschmidt. Yes. So there are two benefits under the 
Choice Program. One is if you are waiting more than 30 days. If 
you are waiting more than 30 days for an appointment, our staff, 
if you either call in or while you are checking out of clinic and get- 
ting a follow-up appointment, our staff will tell you, if you cannot 
get an appointment within 30 days, that the Choice Program is 
available to you. They have information that they can hand out to 
the veteran about the Choice Program. 

At the moment, we are both booking an appointment for the vet- 
eran in the VA and offering them a Choice Program and making 
that referral to the third party administrator. The veteran can de- 
cide which of those two options they want at any time. 

We are about to change that program so that what will happen 
is at the time the veteran asks for an appointment, if we cannot 
give them an appointment within 30 days, we will ask them if they 
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want an appointment in the VA beyond 30 days or if they would 
like to go to the community, and then our staff will contact the 
TPA and get an appointment for the patient. 

We need to do a contract modification to be able to put that pro- 
gram in place, but it is coming down the pike. And that should im- 
prove, I think, the coordination and the level of service. 

If you are in the 40-mile group, what happens today is that the 
TPA, TriWest and Health Net, already have your information and 
you can contact them directly. You don’t need to go through the VA 
to get an authorization for care. 

Mr. Bilirakis. Sir, we have got to make it easier for the veteran. 
That is what I have been hearing. 

Dr. Tuchschmidt. We totally agree. 

Mr. Bilirakis. Okay. Thank you very much. 

I yield back. 

The Chairman. Thank you very much. 

Members, we are not going to do a second round of questions un- 
less there is one that is just absolutely pressing. 

And with that, Ms. Brown, you are recognized. 

Ms. Brown. Thank you. Mr. Chairman, I want to thank you for 
holding this hearing. 

As far as I am concerned, failure is not an option. We have heard 
a lot of discussion today, and I find it — well, when I was coming 
up there used to be a program on. Sergeant Joe Friday. Facts, 
ma’am. Just the facts. And I want people to understand the facts 
before they walk out that door, because I have seen a lot of people 
snapping pictures and us making different statements. I want you 
to give us a list of the facts why we are in this emergency situation 
and why, if we don’t act before we go home, we are going have a 
crisis at the VA. Every Member needs to understand where we are. 

And this is not anything new. I mean, you have been saying it 
from day one. You need flexibility. And we need to give you the 
flexibility and then we will hold you accountable. 

But, I mean, to sit up here and act like we don’t have 7 million 
additional veterans coming into the system — or wait a minute — 7 
million additional appointments and 4 million veterans, and we 
have a community program that you have taken money from and 
used and you used the Choice where you could, but it had limited 
ramifications how you could use it. 

Give us the facts before any of us walk out the door. 

Secretary McDonald. We will. Thank you. 

Ms. Brown. No, no. I want you to answer it. 

Secretary McDonald. Well, I think, what I said, I think 

Ms. Brown. You said it, but I want you to go back and check the 
boxes again. 

Secretary McDonald. Okay. What I said was what we would 
like to do is get the authorization to use $2.5 billion from the 
Choice Program for care in the community and half a billion dollars 
for hepatitis C treatment, and we would like to get that before the 
end of the month because we have run out of care in the commu- 
nity money in the VA budget, and we want to keep our care going 
for veterans. 

We think we are in a good place in the sense that more veterans 
are getting more care; 7 million more appointments this year, aver- 
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age wait times 3 days, mental health 4 days, primary care 5 days. 
Specialty care, admittedly we do have issues we have to work on 
in other parts of the country. But we are making progress in the 
right direction. We want to keep it going. Our veterans deserve it. 

Dr. Tuchschmidt. So I would like to just add that we continue 
to buy care in the community for patients so that they were not 
waiting more than 30 days. When we ran out of money in our 
budget to do that we took money out of operations to continue to 
buy that care. We could probably sit here and debate whether that 
was a wise decision or a bad decision. 

Had we decided not do that and leave it in operations, we would 
not be facing any kind of shutdown or closure. But we would have 
told people back in June, at the beginning of June, end of May, 
there was no more care in the community, you either waited in the 
VA or went someplace else. 

We chose not to have that happen, but rather to continue to buy 
care for patients that could not get care through the Choice Pro- 
gram. And so today, because of that, we find ourselves not having 
money out in the field to be able to make payroll and stuff during 
the month of September. 

And that is really what we are asking today, is to be able to use 
Choice money set aside to buy care in the community to pay for 
care in the community. 

Ms. Brown. The last thing. I know one of the discussions was 
I know we are having some problems in certain parts of the coun- 
try. But some of the veterans, particularly those in Florida, they 
like the care that they receive from the VA. And I don’t personally 
want to see VA just going to a specialty. We need comprehensive 
care in certain areas. And I do know around the country it is a real 
problem with getting comprehensive care. 

But when you look at the approval rates, veterans is like — what 
is the percentage from? — 80 something to 90 something like the 
care that they get in VA. Can you respond to that also? 

Secretary McDonald. Well, that is what the VFW study told us. 
The other thing that we see is veterans have always had choice. 
Remember, 81 percent of veterans have multiple ways of getting 
healthcare, whether it is Medicare, TRICARE, VA. And what we 
are seeing now as we improve care is more and more veterans are 
deciding to come to VA. 

So the thing we have got to be vigilant about, and I take respon- 
sibility for sharing the forecast with you, is as we continue to im- 
prove care, how many more of those veterans are going to be com- 
ing to VA for their care. 

Ms. Brown. All right. 

Thank you, Mr. Chairman, for this hearing. Thank you for the 
time. And I yield back my time. 

The Chairman. Thank you. 

Dr. Tuchschmidt, did I hear you just say that in June you were 
at the point that you were going to have to tell veterans you were 
out of money and there was no longer the ability for them to have 
care provided for them in the local community? 

Dr. Tuchschmidt. To the purchased care program, we started 
pulling money, I think it was about $290-sometliing million from 
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VERA to supplement that pool of money in probably early, middle 
of June. 

The Chairman. But is that an accurate statement to say that 
veterans would not be able to have care provided for them outside 
of the VA? 

Dr. Tuchschmidt. Except through Choice. 

The Chairman. Except through Choice. And, again, why do 
you — ^you couched your comment to make it appear that you were 
going to shut the spigot off in June. There is $9-plus billion 

Dr. Tuchschmidt. Yes. 

The Chairman [continuing]. Einite dollars, Mr. Secretary, which 
is why we have been so protective of that money. 

You are the ones that sent out the notice with the card saying 
that it is a temporary program. And as you drained the money out 
of this program, and somebody made a budgeting decision, and you 
have already said rightfully or wrongly, you missed. You thought 
you could weather the storm and just squeak by, but you can’t. You 
got caught. Somebody made a bad decision. Veterans will still get 
healthcare in the community through Choice. 

Dr. Tuchschmidt, is that correct? 

Dr. Tuchschmidt. Some veterans will get some care. 

The Chairman. I understand. 

Look, I know there are some restrictions on dental issues and 
things like that, but you are making it appear with the statement 
that you just made that as of June you thought you were going to 
have to start telling veterans they couldn’t receive care in the com- 
munity. 

Dr. Tuchschmidt. I think I said that veterans who did not — 
could not get care through the Choice Program would not — would 
have to wait for care. 

The Chairman. That is not exactly what you said, but I will go 
back and check the record. 

Dr. Tuchschmidt. I stand corrected, then. 

The Chairman. And, again, we are at a crisis situation again. 
Many of my colleagues have already brought that — you know, scar- 
ing veterans that their hospitals are going to close, that we are not 
going to be able to pay their salaries, I think is just that, trying 
to scare them. We are the ones that will have to make the decision 
whether or not this money gets allocated, and I don’t think there 
is a single person that was up here today that advocates anything 
less than trying to solve the problem that exists out there. 

What we are asking is when these issues arise internally, the 
sooner you can inform us, I think the better off everybody is. We 
are still not satisfied with where we are with the Choice Program. 
I don’t think you are either. I think you have made those com- 
ments. But all hands need to be on deck. 

And with that, I would ask that all members have 5 legislative 
days with which to revise and extend their remarks and add any 
extraneous material. 

The Chairman. With that, this hearing is adjourned. 

[Whereupon, at 12:45 p.m., the committee was adjourned.] 
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APPENDIX 

The Prepahed Statement of Chairman Jeff Miller 

Good morning. Welcome to today’s hearing. We are again gathered to discuss VA’s 
budget execution in this fiscal year. 

Less than three weeks ago we gathered to hear Deputy Secretary Sloan Gibson 
testify regarding a budget shortfall at VA. I’m sure everyone is asking why we’re 
here again on the same topic. I will explain in a moment, but the stakes have been 
raised considerably since the Deputy’s testimony on June 25th. 

At that hearing Sloan Gibson was asked the following question by Ms. Brownley 
(quote): “[I]f Congress doesn’t act on the fiscal year 2015 budget shortfall, what is 
it going to look like in the VA in July and August and on October 1.” 

The Deputy responded that we get into dire circumstances the longer we go, but 
that (quote) “Before we get to the end of August ... we are in a situation where 
we are going to have to start denjdng care to veterans in the community because 
we don’t have the resources to be able to pay for it.” 

The Deputy also testified about antiquated financial systems contributing to this 
problem, costs associated with new Hepatitis C treatments, and an unrealistic as- 
sumption of how fast VA could set up and effectively utilize the Veterans’ Choice 
Program. 

Imagine my surprise when on July 13th I received a letter, again from the Deputy 
Secretary, that in the absence of providing the flexibility VA was seeking to plug 
the shortfall with Choice Fund money that VA’s hospital operations would shut 
down in August, and that non-VA care authorizations would cease at the end of 
July. 

Mr. Secretary, this is unprecedented. A true VA “Budget-Gate” for our time. First, 
never before can I recall VA — or any agency for that matter — completely exhausting 
its operational funds prior to the end of the fiscal year, with the consequences for 
VA being the cessation of hospital operations. Second, never before can I recall an 
issue of such enormous magnitude evading the direct attention of the President and, 
until recently, you. This is not a “flying under the radar” issue, yet I feel that is 
exactly how VA and the President have treated it in an effort to avoid responsibility. 

So that everyone understands where I’m coming from, let me begin by reviewing 
how we’ve arrived at this point. 

The first real hint of serious financial issues came as a result of a briefing for 
our staffs with VA officials on June 4th on a separate topic. At the conclusion of 
the briefing, committee staff noted that there appeared to be a two to three billion 
dollar difference between VA’s projected $10.1 billion obligation rate for “Care in the 
Community” compared with the funds VA budgeted for Care in the Community. The 
VA official agreed with the discrepancy, but stated cryptically that just because VA 
was on pace to spend $10.1 billion, it did not mean that the money to address the 
discrepancy was either found or available. That assertion was repeated upon further 
questioning, leaving it to staff to “read between the lines” as to what was meant. 

At around the same time, during a June 8 visit to the Cincinnati VA Medical Cen- 
ter, I myself heard rumors of impending financial issues consistent with the cryptic 
warning provided by VA officials at the June 4 staff briefing. 

As a result, on June 10, I called on either the Secretary or Deputy Secretary to 
testify on the state of VA’s budget. As a consequence of my calling this hearing, staff 
received a pre-hearing briefing — again at our request — on June 18th. It was at this 
briefing that VA, for the first time, publicly revealed a possible $2.5 billion shortfall 
in funding. Notwithstanding this briefing, there was no mention of a hospital sys- 
tem shutdown. 

On June 23rd, we received a letter from the Secretary citing the looming shortfall 
of $2.5 billion and also requesting of the Appropriations Committee a transfer of 
funds from the Medical Facilities account to the Medical Services account. Again, 
there was still no mention of a hospital system shut down. 

And finally, at the hearing on June 25th itself, there was no mention of a hospital 
system shutdown in August. 

Mr. Secretary, you are the head of the department. I am very disappointed about 
the slow, painstaking revelation of this crisis by the department you lead. I under- 
stand there are excuses as to why we’re in this position. However, someone took 
their eye off the ball here. Just as Congress established a cap on spending for the 
Denver project that VA busted. Congress also provided a budget for VA for fiscal 
year 2015 — which the President signed into law — and it, too, is now busted. In both 
instances, VA has left Congress with very little time to react to crises created by 
its own management decisions. 
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While we will not penalize veterans for VA’s management or transparency fail- 
ures, the days when VA can come to Congress and just say, “Cut us a check,” are 
gone. Asking for “flexibility” without supporting information is not sufficient. 

Similar to the way a large corporation’s board of directors sets a budget and cor- 
porate management implements that budget, the President and 535 Members of the 
your current board of directors set a budget and expected you and your staff to carry 
out the department’s mission; that is, to manage the taxpayers’ resources in a fis- 
cally responsible manner. Just as emerging circumstances in the private sector 
might cause a CEO to go back to the board armed with information supporting a 
request for additional resources or flexibility, we have the same expectation. And 
despite unsupported hints of a problem by the department, that supporting informa- 
tion was never provided until extraordinarily late. 

Mr. Secretary, we have already passed legislation to take VA out of managing 
major construction programs. Perhaps we now need to bring in an outside entity to 
manage the department’s finances. 

I now recognize my good friend the Ranking Member for her opening remarks. 


Ranking Member Coeeine Brown 

Thank you, Mr. Chairman, for calling this hearing today to discuss the VA’s cur- 
rent budget shortfall and the possibility that VA may have to close hospitals or ra- 
tion healthcare. 

Mr. Chairman, I know everyone in this room agrees that this Committee is com- 
mitted to providing the resources the VA needs to take care of our veterans. 

We all need straight answers to our questions. How much is needed, and why? 
We are all supportive of making sure our veterans get the care they need, but yet 
again we are faced with an 11th hour VA budget crisis. 

We must all work together, VA and Congress, in order to properly anticipate the 
resource needs of the VA. It is simply not acceptable that VA manages to its budget. 
It is important that VA start planning and anticipating what our veterans will need, 
and where they will need it. 

We have been hearing that this shortfall is due to an increase of veterans coming 
to get medical care, resulting in more veterans being treated outside of VA. I also 
think that taking care of veterans with Hepatitis-C, many of whom are our Vietnam 
veterans, who we recently honored in a ceremony in the Capital, should be a high 
priority. 

But I wonder if this shortfall is fundamentally due to a lack of planning and fore- 
casting for a variety of programs which provide services to our veterans. 

Today we need to decide how to solve this immediate challenge and walk away 
with a clear understanding about what steps the VA will be taking to prevent such 
a calamity in the future. 

I believe that my bill, H.R. 216, the VA Budget Planning Reform Act of 2015 
would provide a framework for the VA to begin to get its financial house in order. 
My bill passed the House unanimously, and I look to the Senate taking up this im- 
portant legislation. 

So today, let’s figure out what we need to do to ensure that our veterans are get- 
ting the healthcare they have earned, and begin to figure out what steps we need 
to take to fix this and prevent any more 11th hour budget crises. 

Thank you Mr. Chairman, and I 3deld back the balance of my time. 
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